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A New Load Building 
Opportunity with 4“#L€ 


Hotels, restaurants, lunch counters, soda 
fountains, eating places of all kinds, will 
buy Silex Glass Coffee Making Equip- 
ment this spring. They'll take advantage 
of our special deal which allows up to 
$50 trade-in on their old, out-moded 
equipment. Restaurants, hotels, etc., 
want Silex Coffee Making Equipment 
because they know it makes better cof- 
fee ... that Silex pioneered the modern 
swing to coffee made in glass. 
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. Consider the CARLTON 8-unit Electric model. 
Stainless steel range body—4 gallon water 
tank with Automatic Filling Device and Ther- 
mostatic Heat Control supplies hot water 
(190°) at high speed. Storage or warming 
capacity up to 96 cups. Brews as few as 12— 
or as many as 396 cups per hour. Yet this 
reserve capacity is always available. 

Generous Trade-in Allowance on 


Models to Meet all Requirements 
$50 allowance on 8-unit model with 
built-in hot water tank. 
$35 allowance on 4-unit model with 
built-in hot water tank. 
$5 allowance on ROYAL 4-unit model. 
$4 allowance on ROYAL 3-unit model. 
$2 allowance on TRAYMORE 2-unit 
model. 
These trade-in allowances apply only on 
models complete with glassware. 
All Silex Commercial Models are equipped 
with genuine Pyrex Brand Glass guaranteed 
against heat breakage. Also, the famous Silex 


patented filter that insures clear, clean, health- 
ful coffee, free of all sediment. 


Here, then, is a real opportunity to in- 
crease your commercial load. Silex Glass 
Coffee Making Equipment maintains 
steady, high peak current consumption | 
because it is in daily use—often 24 
hours out of 24. Silex Glass Coffee Mak- 
ing Equipment is “tops” in its field and 
with these trade-in offers, during May 
and June, you have a "natural" for add- 

ing increased load to your lines. 


2. Or take the CARLTON 4-unif Electric 
Stainless steel range body. 4 gal! 


lon 
tank. Storage or warming 
cups. Will efficiently = dag my 
240 cups per hour. 


FREE 


BOWL HOLDER 


with every trade-in! | 


This new Moldex rack offers a 
convenient simple place te store 
upper bowls. it may be fastened 
on the wall or backbar . . . 





And it is FREE with every one 
of these trade-in models. 











THE SILEX CO., Dept. P, Hartford, Conn. 


Please tell me how to build load on our line with 
Silex Glass Coffee Makers. 
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1938 LIGHTING 


Light Com- 
panies have 
prompted Mer- 
chants with 
modern ‘mer- 
chandising 
methods. Con- 
ditions as 
shown to left 
have been de- 
leterious to 
merchant’s 
progress and 
sales. 


Results of 
Light Com- 
panies activi- 
ties are start- 
ling! Newsales 
possibilities 
have been 
opened to Mr. 
Merchant. 
And, now 1938 
promises still 
greater strides 
in LIGHT- 
ING! 


Eni F. 











Com PAny 


2615 Washington Blvd. 
St. Louis, Mo. 
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OKONITE VARNISHED FABRICS 


CANBRIE 


KONITE VARNISHED CAMBRIC CABLES have a long-established record of 
reliable performance. This record is represented by thousands of installa- 
tions in all conditions of use throughout the country. 


OKOCLOTH FABRIC a more recent but well-demonstrated insulation, definitely 
increases the wide scope of varnished cambric . . . OKOCLOTH FABRIC was 
specially developed for conditions where a higher degree of resistance to heat 
and oil is required. 


Full knowledge of the use possibilities of OKOCLOTH CABLES is amportant be- 
cause of the increasing number of applications which will be found for them. 
Details of voltage and temperature ratings and other characteristics of 
OKOCLOTH will gladly be furnished upon request. 


G@ THE OKONITE COMPANY 4 


Founded 1878 


EXECUTIVE OFFICE: PASSAIC, NEW JERSEY 
HAZARD INSULATED WIRE WORKS DIVISION THE OKONITE-CALLENDER CABLE CO, INC. 


New York Boston Seottie Buffalo Chicago Dollas Detroit Atlanta 
Philadelphia Los Angeles Pittsburgh St. Louis Washington Sen Francisco 


OKONITE QUALITY CANNOT BE WRITTEN INTO A SPECIFICATIO? 
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HANKs to an editorial in the Philadelphia 

Record, our attention was drawn to an 
interesting newspaper article from sunny 
Italy. This dispatch described the festivities 
and preparations in the Eternal City upon the 
recent occasion of Adolph Hitler’s formal visit 
to show the world that the Rome-Berlin axis 
has burnt out no bearings as a result of any 
trans-Alpine friction over the Austrian coup. 


Amonc other items mentioned was the fact 
that it was necessary to raise Rome’s supply of 
electrical energy for the historic evening of the 
state dinner from 8,000 to 14,000 kilowatt 
hours, because “the lighting effects were so 
spectacular.” The editors of the Record 
blinked at this information and checked with 
an official agency of the Italian government in 
this country only to find that the figure given 
was correct. 


THE Record went on to check this consump- 
tion against American usage and dug up the 
interesting fact that New York city’s Radio 
City Music Hall (not Radio City but just the 
Music Hall) uses 12,000 kilowatt hours of 
electricity a day. This, editorialized the 
Record, “may give the reader some idea of 
just how much Rome was electrified by Hit- 
ler’s visit.” 


WirHovutT going into any delicate interna- 
tional political aspect, this fragment of 
news does give us some idea of what kind of a 


HERBERT B. DORAU 


Electric rate comparisons en masse must be 
used with discretion. 


(See Pace 718) 
JUNE 9, 1938 


© Harris & Ewing 
J. D. ROSS 


“Any person who contends that steam power 

is more practical and more inexpensive than 

hydroelectric power is either hopelessly ig- ~ 
norant, or criminally subsidized.” a 


(SEE Pace 730) 


job the electric power industry in America is 
doing for all of us when compared with coun- 
tries in the old world where strict government 
control and government ownership of utility 
service has had a much longer experience than 
in Our own country. 


Or course, some other European countries, 
such as Switzerland or Norway, could give a 
much better account of per capita distribution 
and consumption of electricity than the re- 
awakening empire of Rome, but there is little 
doubt that the power industry in the United 
States is still the envy of the world. It is an 
appropriate thought at this time when the Edi- 
son Electric Institute is gathering in Atlantic 
City for its sixth annual convention. 


AN impressive review of the progress of the 
American power industry was recently made 
by that well-known leader of the industry, 
W. C. Mullendore (reviewed on page 744 of 
this issue). When other countries as a whole 
can point to a job better done, maybe that will 
be time enough to consider the adoption of 
their political systems for industria! develop- 
ment. 


> 


oO’ course, the foregoing refers to the general 
relation of political systems to industrial 
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_, HERE’S WHY THE BIG A aaaiaiy 


—— 


is Today’s Sensation 
in the Lowest Price Field 





FEATURE PLYMOUTH 





1. Hydraulic Brakes 
2. X-braced Frame Yes 
3. Airplane-type Shock-Absorbers Yes 
4. Body Rust-proofing Yes 
5. Valve Seat Inserts 

















6. Hypoid Rear Axle 

7. Aluminum Alloy Pistons 

8. Four Rings per Piston 

9. Roller Bearing Universal Joints 
10. Floating Power Engine Mountings 














E INVEST IN “THE CAR 


THAT STANDS UP BEST” 
7 


Tt THREE LEADING lowest-priced cars cost about 
the same, but the Plymouth“ Roadking” is nearly 
7 longer than one; over 10’ longer than the other. 
And Plymouth has a sensational new ride . . . full- 
powered performance plus record economy. 

Easy to own...your present car will probably 
represent a large proportion of Plymouth’s low de- 
livered price...balance in surprisingly low monthly 
instalments. PLyMouTH DIvIsION OF CHRYSLER 

RPORATION, Detroit, Michigan. 


LYMOUTH BUILDS GREAT CARS 








—“Detroit delivered eee Pr etre | 
front and rear b and b 





MAJOR BOWES’ AMATEUR HOUR, C.B.S. NETWORK, THURS., 9-10 P.M. E.D.S.T. 





THE “ROADKING” 
THE “DE LUXE”’ 
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progress, We need not go abroad, however, for 
comparison of publicly and privately owned 
and operated electric utility ventures. We have 
our home-grown variety of public ownership, 

which is variously good, bad, and indifferent 
—just like unit comparisons of our privately 
owned electric industry. : 


In this issue we are presenting a detailed 
practical study of the electric rates of mu- 
nicipal and private undertakings (starting 
page 718). The author is Dr. Herpert B. 
Dorav, who is widely known for his work in 
the field of public utility economics. Dr. Dorau 
was born and schooled in Wisconsin (B.A. 
19, Lawrence College; M.A. ’20, Ph.D. ’28, 
University of Wisconsin). He has been con- 
tinuously engaged in teaching economics since 
his college days, being associated with the fac- 
ulties of the University of Wisconsin, North- 
western University, and New York University. 
He is now Professor of Economics at the last 
named institution and is chairman of the De- 
partment of Public Utilities and Transpor‘a- 
tion of N. Y. U. School of Commerce, Ac- 
counts and Finance. Generally speaking, his 
record as a lecturer, writer, and research ex- 
pert in utility economics is too well known to 
ForTNIGHTLY readers to require further men- 
tion here. 


¥ 


Fp pelghor more sympathetic discussion 
of a public operation of electrical power 
projects is contained in the article “The Fed- 
eral Power Plants and Public Power” (begin- 
ning page 730) by J. D. Ross, the administra- 
tor of the great Bonneville project. Mr. Ross, 
who resigned his membership on the Securi- 
ties and Exchange Commission because Presi- 
dent Roosevelt wanted him to become the 
first Bonneville administrator, surely needs 
no introduction to anyone concerned with the 
American power industry. His distinguished 
record since 1903 as superintendent of the 
Seattle, Wash., municipal plant has long dem- 
onstrated that public plants can produce suc- 
cessful and efficient operating executives. 


* 


HE leading article in this issue is a popu- 

lar discussion of the need for government 
reorganization, written by our frequent con- 
tributor, that widely known author and former 
war correspondent Hersert Corry, who now 
views domes‘ic as well as world affairs from 
the vantage point of his comfortable home in 
Washington, D. C. This fact once made us 
wonder whether the troubled state of inter- 
national conflict had awakened in Mr. Corry 
the old urge to go out on the front lines and 
get the story as he used to do so often in the 
days of the Great Conflict. So we asked him, 
in casual conversation, whether the current 
wars in Spain or China ever aroused in him the 
old fire horse instinct. Our contributor an- 
swered that he had seen a fair amount of 
fighting in his time, officially and unofficially, 
and had come to the conclusion that “when 
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HERBERT COREY 


When administrative reorganization is good, 
it is very, very good—when it 
is bad, it is horrid. 


(See Pace 707) 


you've seen one war, you've just about seen 
them all.” So, for the present, Mr. Corey is 
remaining in Washington, confining his war 
coverage to the domestic political front. 


* 


PEAKING of Mussolini, we were very inter- 

ested to know that Il Duce once had the 
same editorial problem with which we are oc- 
casionally confronted. So many times we re- 
ceive for publication consideration, manu- 
scripts which are excellent in every respect ex- 
cept that of length. Then we learned that dur- 
ing the early 1900’s, when Mussolini was the 
hard working Socialist editor of The Class 
Struggle, he disliked overlong articles. 


OFFHAND, we would say that a Socialist 
editor who hates long articles would be in a 
much more difficult spot than most of our 
brethren who labor on the trash basket side of 
the desk. But, according to his biographer, 
Gaudens Megaro, Mussolini was equal to the 
task and handled the matter with characteris- 
tic vigor with the following editorial an- 
nouncement: “I throw, and shall continue to 
throw in the wastebasket, articles that are too 
long, even if they shall contain all the learning 
of Karl Marx.” Judging from the way I] Duce 
has come along in the world, maybe he has 
since decided to throw Karl Marx in the waste- 
basket along with his wordy commentators. 


The next number of this magazine will be 
out June 23rd. 


a 
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ONE STEP METHOD 


of 


BILL ANALYSIS 


By 


R & S BILL FREQUENCY 
ANALYZER 


R & S ONE-STEP METHOD gives com- 


plete customer usage data currently at lower 
cost than periodic studies. Controlled ac- 


curacy eliminates re-checking and re-analyz- 
ing necessitated by other methods. Direct 
compilation from your billing register, or 
other customary record, eliminates advance 
preparation, field work, and interruption in 
your regular routine. 


An estimate of your requirements will 
demonstrate a saving of 50% or more 


by the ONE STEP METHOD. 


RECORDING & STATISTICAL CORPORATION 


UTILITIES DIVISION 
102 MAIDEN LANE, NEW YORK, N. Y. 


Boston Chicago Detroit Montreal Toronto 
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PREPRINTS FROM PUBLIC UTILITIES REPORTS 


Various regulatory rulings by courts and commissions reported in full text, 
pages 129—192, from 23 P.U.R.(N.S.) 
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A COMBINATION BODY FOR 
INSTALLATION AND SERVICE 


PRICE 
That Will Justify More Units 


QUALITY 
That Will Lower Your Maintenance Cost 


This unit is used in rural or suburban work for (1) in- 
stalling lines and setting poles, (2) carrying meters and 
equipment for new installation, and, (3) for general main- 
tenance work. It is a light flexible body made of high- 
grade auto body steel so fabricated that its construction 
will withstand very hard usage. 

The 4207 body is 102 inches long and is equipped with 
a sliding metal roof, a drop step tail gate, and a tool com- 
partment. A sheave bar and spool can be supplied for 
raising small poles. By resting the top of the pole on the 
spool and backing the truck, the pole is raised to position. 
A safety sling holds the pole to the truck. 


EXCLUSIVE MANUFACTURERS OF 


STANDARD UTILITIES EQUIPMENT 


FOR MOTOR VEHICLES 











Remarkable Remarks 


“There never was in the world two opinions alike.” 





—MONTAIGNE 





D. E. Karn 
Vice President, Consumers Power 
Company. 


Hersert S. BicELow 
U. S. Representative from Ohio. 


Davin SARNOFF 
President, Radio Corporation of 
America. 


C. O. RuccLes 
Professor, Public Utility Manage- 
ment, Harvard University. 


Victor WEYBRIGHT 
Managing Editor, Survey Graphic. 


J. J. Pettey 
President, Association of American 
Railroads. 


EXcerrT 
From basic principles of new 
Progressive party, 
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“Neither the farmer nor the utility company is getti 
adequate returns from rural electrification today.” 


» 


“TVA is promise and prophecy of the mighty works 
that government will dare, when democracy fully believes 
in itself and in its right and might to serve itself.” 


- 


“Adequate profits mean the continuance of private in- 
vestment and increased enterprise. Losses mean poorer 
[radio] programs, and, when private resources fail, gov- 
ernment ownership.” 


* 


“ |. . we should materially strengthen the state com- 
missions, for they should continue to play a vital part in 
the regulation of power utilities. These state commis- 
sions should have more effective control over private 
power utilities and their power to regulate municipal 
power plants should be extended.” 


* 

“Without reckoning the cash income for electric power 
(around $2,000,000 to date), it could almost be demon- 
strated that the TVA has already paid for itself—in flood 
control; useful employment of a depressed population; 
development of agriculture, national defense, and native 
resources, natural and human.” 


> 


“The evil economic effects of the inequitable policy 
which we have followed, increasingly, for the past half 
century are seen today in higher real costs of transporta- 
tion for us all; in higher taxes for us all; and in a critical 
economic problem of transportation, of which the much- 
discussed ‘railroad problem’ is but part.” 


a 


“We flatly oppose every form of coddling or spoon- 
feeding the American people—whether it be those on re- 
lief—whether it be farmers or workers—whether it be 
business or industry. No government on earth can suc- 
cessfully manage, regulate, and direct the numerous de- 
tails that make for healthy families or successful busi- _ 
ness,” 
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urroughs 
FANFOLD MACHINE 





SEE FOR YOURSELF—Ask for a demonstration 


ea your own work, Compare it, feature by feature, Reverse tabulation, carriage 
é ‘ return and are con. 
with any fanfold machine that you have ever seen. trolled electrically By one key! 


BURROUGHS ADDING MACHINE COMPANY DETROIT. MICH 
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Epiror1AL STATEMENT 
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Presidential adviser. 
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REPORT 
Transportation Association of 
America. 


FLoyp W. Parsons 
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HeErpert Hoover 
Former President of the United 
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“There is no excuse for a private company owning a 
natural monopoly, and a power company is a monop 
or should be.” 


¥ 


“T think the formation of any third party should wait 
until we see whether we will have to run the President 
for another term.” 


¥ 


“« _.. 30 out of every 100 miles of track and one dollar 
out of every four of railroad capitalization are today in 
the hands of receivers.” 


¥ 


“In our great need of revenue, the tax laws should be 
designed for increasing employment and revenue and not 
for revenge, punishment, hatred, regulation, or advance- 
ment of any social theory.” 


> 


“The great mass of the people are beginning to think 
for themselves ; they no longer are content to be led blind- 
ly around by the nose by the fatuous promises of cracked- 
brain economic theorists.” 


> 


“Neither trucks nor railroads are capable of providing 
the best and least costly service on all kinds of mer- 
chandise traffic under all conditions. These two at present 
competing agencies can and ought to supplement each 
other.” 


¥ 


“The national need for highway transportation over 
long interstate distances is secondary to the local interests 
of the respective states, and the exercise of Federal in- 
fluence over highway transportation should be subordinate 
to the power of the states.” 


¥ 


“Our present economic system will commence to func- 
tion effectively and produce a satisfactory livelihood for 
everyone just as soon as our leaders of government take 
heed of the fact that political democracy and industrial 
democracy are Siamese twins—neither can survive if the 
other is destroyed.” 


¥ 


“A few drops of socialism or fascism are poison to pri- 
vate enterprise. The Federal government goes into less 
than 10 per cent of the power business, At once the in-- 
vestor, fearful of government competition and seizure, 
fears to hazard his capital, And hundreds of thousands 
of men lose jobs. Yet the consumer and the investor call 
be protected by regulation,” . 
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MODEL 120 & 160 WITH SHIFTABLE 
BOOM - - CHAIN AND BUCKET TYPE 


The latest boom type Buckeye ditchers have 
a wide range of usefulness- Trench 16” or 
more wide and to 12’ 6” deep can be dug in 
hard-to-get-at places or on open country 
right-of-way, with equal facility. Digging 
boom may be shifted to right or left allowing 
the machine to cut trench within 4” of a 
curb or 10” from poles, buildings or other 
obstructions. 


ERING DESIGN as 


MODERN as 


THE BUCKEYE TRACTION DITCHER CO. 


TOMORROW 





whe santana 
MODEL tt WHEEL TYPE. 
SMALL. FAST - EASILY HANDLED. 


THEY SIMPLIFY YOUR 
DIFFICULT DITCHING JOBS 


Short runs of small trench, lines that run close 
to obstructions, scattered jobs that call for mov- 
ing the ditcher frequently, difficult soil conditions 
and a variety of other mean-to-handle situations 
are greatly simplified by the use of the Model I! 
Buckeye. Built by the originators of the wheel- 
type ditcher, this small machine — only 52” wide 
over-all, digs trench from 10” to 22” wide and 
to 5'2' deep at speeds up to 416” per minute. 

It has the power and rugged strength to handle 
any ditching job within its range of trench width 
and depth and a range of digging speeds that 
enables you to keep any job moving at the max- 
imum practical speed. 

- 


Quickly 
moved from 
one job to the 
next on 
Buckeye 


built trailer. 


FINDLAY, OHIO, U.S 
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The World's Most Comyarehensive 


PRODUCTS 
DESIGNED 


expressly for your 


requirements 


HE TITLE of this advertisement makes a claim that is very 

broad. But we believe sincerely the claim is just. We know, for 
instance, that nowhere in the world is there an organization g 
able as ours to supply ALL the needs of your offices. More than 
20,000 separate items are stored in our warehouses, and each is 
utilized by public utilities. 


CONTINUOUS RESEARCH ... Many of these are NEW products, 
Our service to your industry is based upon the most extensive re- 
search resources that were ever focused upon office management 
problems. When you set out to modernize equipment and proce- 
dure, you will find Remington Rand presenting not one, but several 
practical, new ways of doing what you propose. 


These recommendations are always complete. As an example, 
take any phase of your accounting. We know the mechanical 
aspects of bookkeeping, because we manufacture many types of 

adding, accounting and tabulating machines. We make the 
ledgers (several forms) in which the figures are posted, and 
the supplementary records from which the postings come. We 
make the safe-equipment in which accounts are protected 
right at the point of their use. We will actually 
set up such a record for you, and deliver it ready 
for use. Operating economies then usually pay 
back the cost of an installation within a year. 


A SPECIALIZED SERVICE... Many of our re- 
cent developments have been specially for your 


aii 
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Gorvice to Fublic Utilities... 


industry. One instance may be cited—the Unit Plan Safe-Desk, 
which centralizes the handling of all operations pertaining to cus- 
tomer accounting except the entries by machine. Great savings are 
possible with this new desk. We can quote definite figures in that 


respect. 


Particularly helpful to you, however, is our intensive research 
on public utility control methods. Again, one example. The Cus- 
tomer History Record, centralized in Kardex, combines as many as 
seventeen usually separate records, brings to one location all ref- 
erences affecting customer good will. Then duplicate bills may be 
rendered in less than 30 seconds as compared with the usual 8 or 
10 minutes—information to discuss a high bill complaint will 
become available within sixty seconds instead of the usual 15 
minutes. These two are but typical examples of improvement of 
customer service. Similar plans have been developed for many 
other phases of utility operations. 


ASPECIALIZED STAFF .. . These services are possible because 
Remington Rand maintains a staff of men and women who devote 
their entire time to your industry. They have unusual background, 
training and experience. We urge that you consult them, with- 
out obligation, about any problem of record control which occupies 
your attention. Your point of contact with them is the nearest 
office of Remington Rand. 


REMINGTON RAND INC. 


BUFFALO, NEW YORK @ BRANCHES EVERYWHERE 


METHODS 
DEVELOPED 


especially for your 
needs 
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STOPPERS 


All Types 
PIPE LINE SUPPLIES 


Goodman Stoppers 
Gardner-Goodman Stoppers 
Goodman-Peden Stoppers 
Goodman Cylindrical Stoppers 
Bags—Rubber, Canvas Covered 
Plugs, Service & Expansion 
Pumps 
Masks 
Brushes 
Tape—Soap & Binding 


Catalogue mailed on request. 


SAFETY GAS MAIN STOPPER CO. 


523 Atlantic Avenue 
Brooklyn, New York 











GOOD 
INSULATORS 


LV] 








Insulators are only as good as the 
experience and workmanship put in- 
to their production. 


Our product is produced by men 
of the greatest experience to be 
found in the industry. 


Victor made insulators are Goop 
INSULATORS, 


Catalog on request 


Victor Insulators, Inc. 
Victor, N. Y. 


Re E conductor 
SUPPORTS ana FITTINGS 


Sometimes erroneously thought of as 
merely an incidental part of a substation 
network, conductor supports and fittings 
actually form an extremely important 
part of a system. A failure at any one 
support or joint is sometimes as costly 
to the system as the breakdown of 1 
machine. R&IE carefully designed and 
properly made conductor equipment is 
the choice of many Utilities where con- 
tinuity of service is paramount. Tested 
designs, excellent quality materials, and 
care in manufacture, form the founda 
tion for the production of R&IE conduc 
tor supports and fittings. 














RAILWAY& INDUSTRIAL 


ENGINEERING CO 
GREENSBURG, PA. 
~ Sales offices in principal cities 
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UNDREDS OF STORES 
FEATURE ROBERTSHAW 


Here's how some of them do it— 


& Straus, N. Y.— “Robertshaw 
at-Control because it prevents food 
sing! No watching! No waiting!” Cen- 
Minois Light Co., Peoria—''I can tune 
amy temperature on my new gas range 
th Robertshaw Automatic Heat Con- 
sl.” Sibley. Lindsay & Curr, Rochester 
-"As up to date as today’s newspaper 
‘end the ultimate in a cook stove. It has 
Robertshaw heat-control.” Gimbels, Mil- 
iwoukee—"New Robertshaw Oven-Heat- 
satrol with visual temperature indicat- 

g signal.” Netcher’s Boston Store, Chi- 
“A nationally known gas range 
ped with Robertshaw Oven-Heat-Con 

tol.” Snellenb Philadelphia—"'A thor- 
pughly modern and efficient range with 
Robertshaw heat control for correct cooking 
temperature.” Spears, N. Y.—"’You'll put this 
down as a MUST—a gas range with Robert- 
show Oven-Heat-Control.”” Loveman, Joseph 
6 Loeb, Birmingham—"Of course, it has the 
Robertshaw Oven-Heat-Control.” Shillito’s, 
Cndinnati—" Equipped with all conveniences 
for easier cooking! Robertshaw thermostatic 
heat control.” Ben Duffie, Inc., Houston— 
"Robertshaw Oven-Heat-Control frees you 
fom oven watching. Cooks dinner while 
you're out for hours. Put cake in, forget it 

ke out perfectly baked cake, evenly 

wned."’ The Music Mart, El Paso— 

Robertshaw Oven-Heat-Control, as fine as 

money can buy.” Titche-Goettinger Co., 
Dallas— ‘The famous Robertshaw Oven- 
Heat-Control.” Thalhimers, Richmond—"This 
is considered the finest Robertshaw heat 





control maintains the exact heat required 


for any baking operation . you merely 
set the dial to the required temperature.” 
Koulman’s, Pittsburgh — ‘Science says it 

ks better . Robertshaw Oven-Heat- 


Control—for even temperature.” 


The above statements 
are extracts from 
newspaper advertisements 


aster? 


O 
(Oe een dae 


Follow the pathway of sales-wise merchandising men in important stores 
all over the country who play up ROBERTSHAW in their local range 
advertising. 

They know there is real value in the name. They feature it constantly and 
prominently day after day. They've seen it help sell ranges! 

Women know ROBERTSHAW OVEN-HEAT- OL from experience 
—from the praises of friends. That's why retail ads by the hundreds feature 
ROBERTSHAW. 

Some of the stores which add the extra selling appeal of ROBERTSHAW 
are listed to the left. Read what they say—then feature ROBERTSHAW in 
your retail range advertising. Feature Robertshaw-equipped ranges on 
your sales floor. It will pay you! 


Robertshaw Thermostat Company * Youngwood, Penna. 


 ROBERTSHAW 


OVEN-HEAT-CONTROL 
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RILEY PULVERIZE 
in Central Sta 


Plant efter plant in the Public Utility industry has swung to 
Pulverizers . . . definitely establishing Riley as one of the leaders 





ot 
IB 


ie 
eA 


A few Public Utilities using Riley Pulverizers ... 


Union Electric Light & Power, Cahokia . . . Repeat Order 
Edison Electric Illuminating Co., Boston . . . Repeat Order 
Hartford Electric Light Co., Conn. . . . Repeat Order 
Potomac Electric Power Co., Washington, D.C. 
Oklahoma Gas & Electric Co. .. . Repeat Order 
Stamford Gas & Electric Co., Conn. 

City of Springfield, Ill. 

City of Tacoma, Wash. 

Savannah Electric Co., Georgia 

Dubuque Electric Co., Iowa 

Central Iowa Power & Light Co. 

Lynn Gas & Electric Co., Mass. 

Upper Michigan Power & Light Co. 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 


BOSTON NEW YORK PHILADELPHIA PITTSBURGH BUFFALO CLEVELAND DETROIT TACOMA 
ST. Louis CINCINNATI HOUSTON CHICAGO ST. PAUL. KANSAS CITY LOS ANGELES ATLANTA 
COMPLETE STEAM GENERATING UNITS 
BOILERS - SUPERH EATERS - AIR HEATERS - ECONOMIZ ERS - WATER-COOLED FURNA' 
PULVERIZERS - BURNERS - MECHANICAL STOKERS - STEEL-CLAD INSULATED SETTING® 
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QUALITY 


In every industry there is some 
one product that by sheer merit 
and outstanding quality and 
performance is accepted as the 
standard by which other similar 
products may be judged. 


Such is the Darling Gate Valve. 


DARLING VALVE & 
MANUFACTURING 
COMPANY 


Williamsport, Pa. 


Representatives in: 


New York 
Philadelphia 
Oklahoma City 
Houston 
Pittsburgh 
Toledo 
Evanston, IIl. 


GATE VALVES 





This page ig reserved under the MSA PLAN (Manufacturers Service Agreement) 





Public Utilities Fortnightly June 9, 1933 HM june 





What 5 hod of 
COLLIER’S SERVICE ? 


5@COn d. — 


INOW LEDGE... 


Knowledge born of Experience, which, for 
nearly half a century, has made the name 
“Collier” synonymous with Street Car, Bus, 
Elevated, Subway and Suburban advertis- 
ing—a Knowledge sensitive to modern mer- 
chandising requirements which satisfies ad- 
vertisersand enables usto hold them for long 
periods as active advertisers in your cars. 


BARRON G. COLLIER, Inc. | 


745 FIFTH AVENUE, NEW YORK 





, 19589 June 9, 1938 


— 





















Public Utilities Fortnightly 23 








“SAFETY-SERVICE”’ | G 


A Quality Line of 


Accident-Prevention Equipment 
for Every Industrial Need! 


The “SAFETY-SERVICE” line is noted for “High Quality” and is 
a complete line of safety equipment necessary to safeguard your 
workmen against any and all sorts of industrial hazards—protection 
from head to foot, such as Goggles, Welding Glass, Helmets, Hoods, 
Gas Masks, Respirators, Protective Hand Cream, Lineman’s Rubber 
Gloves and Blankets, Floor Mats, Ladder Shoes, Wool Suits, also 
Gloves, Mittens, Sleevelets, Coats, Pants, one-piece Suits, Leggings 
and Aprons made of either Asbestos, 
Leather or Fire-Resisting materials, 
and a large number of mechanical de- 
vices, machine guards, signs, etc. 





Send us your orders for ALL Safety 
equipment items. Whatever your re- 
quirements are—we have it, and our 
prices are very reasonable. 

Write TODAY for copy of our general 
Catalog No. 10 on Accident-Prevention 
equipment. It helps solve your acci- 
dent-prevention problems, by helping 
you to select the proper device for a 
specific need. 


THE SAFETY EQUIPMENT SERVICE CO. 


Buell W. Nutt, President 
1230 St. Clair Ave., CLEVELAND, OHIO 
















Welding Glass 
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Vility Punts Everywhere ws 


* 


LINK-BELT 


COAL AND ASHES 


HANDLING 
EQUIPMENT 


@ Consulting engineers and operators of large 
and small power plants, in all sections of the 
country, have long known through actual expe- 
rience that Link-Belt mechanical handling, crush- 
ing, screening and power transmitting equipment 
is durable, dependable, and economical, being built 
to last, and to operate at maximum efficiency. 
Send for a copy of General Catalog No. 700. 
Link-Belt Company, Chicago, Philadelphia, Indianapolis, 
Dresser Station, Indiana Electric Co., Terre Atlanta, San Francisco, Toronto, or any of our other offices 
apron conveyors; apron feeders, hoppers,  _-!ocated in principal cities. ra 


crushers, water intake screens. Three loco- 
motive cranes are also used. 





Link-Belt Coal Crusher 


Belt Conveyors handling coal to bunkers Link-Belt Skip Hoists Gravity-Discharge Bucket Elevator-Ce 
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“ ORE AND MORE IN DEMAND 


For Breaking, Digging, Drilling, 
Tamping and Driving 


Lower in first cost . . . eliminating heavy, cumbersome auxiliary 
equipment . . . providing substantial savings in time and money on a 
wide variety of hammer work . . . Barco Portable Gasoline Hammers 
ére classified as “indispensable by a rapidly increasing number of 


public utilities. 


ARCO MANUFACTURING CO. 


q BARCO,” sinus 
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These Trucks Keep Old F ried 


... Make New Friends Every Day 


L 


q 
meee 





When the driver comes in off a run and 
says, “Man, there’s a truck!”—then you 
know what it means to make friends 
with one of these International Trucks. 
Friendships between owners and their 
Internationals have always been based 
on the highest type of performance and 
the lowest cost per ton or mile. 


* * * * 


International Harvester has been in the 
truck business for a long’ time . . . more 
than thirty years. During these years 
there have been many changes in the 
truck industry. One of the most sig- 


The Stores Department of the Terminal R. R. Association, St. Louis, keeps these 14 to 2-ton 
International Trucks busy 


nificant changes is the steady march 
of International Trucks up through the 
ranks to their present strong position. 


This substantial progress is the result of 
the sound, solid policies that guide our 
business. For example, we _ build 
TRUCKS for TRUCK WORK, and give 
them the full backing of our nation- 
wide service organization. And we build 
such a wide range of models—25 models 
in 81 wheelbases—that you can always 
choose an International Truck that fits 
your job. See these trucks at the nearby 
International dealer or Company-owned 
branch showroom. 


INTERNATIONAL HARVESTER COMPANY 


(Incorporated) 
180 North Michigan Avenue, Chicago, Illinois 


INTERNATIONAL HARVESTER 
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Fifty Years a Pioneer 


ifty years ago The Electric Storage Battery 
Company was established—the first company 
in America to place the manufacture of stor- 
age batteries on a commercially successful basis. 


In spite of skeptics who, in 1888, prophesied 
that storage batteries had no future, the accep- 
tance of Exide Batteries by power, telephone, 
railway companies, and other utilities, has con- 
tinued to increase—demonstrating complete con- 
fidence in the products of this company. 


THE ELECTRIC STORAGE BATTERY CO., Philadelphia 


The World’s Largest Manufacturers of Storage Batteries for 
Every Purpose 


Exide Batteries of Canada, Ltd., Toronto 











Amazing SPEED 
Modern BEAUTY 
Spacious CAPACITY 
featured in this NEW 


'® nase @ P 
ee ELECTRIC RANGE 
| «ee e@ ee © ee: GRACEFUL, gleaming white porcelain enameled 
—————————— finish—six Hi-Speed L&H Calrod units—two ovens 
—— | i] equipped with exclusive “EQUALIZED HEAT” for 
—_ Better Baking—two Wilcolator liquid expansion type 


oven temperature controls—two warming drawers on 
roller bearings—countless other features for conve- 
nient, economical, speedy cooking. 


cng rte: Write for Complete Details 
A. J. LINDEMANN & HOVERSON CO. 


MILWAUKEE, WISCONSIN 
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YOUR WHOLE ORGANIZATION ON YOUR DES 


Dictograph's intercommunicating System puts 
the whole organization on your desk. With the 
flip of a key you have immediate access to 
all information without dialing or waiting for 
the operator. You may converse with any 
other member of the company or several at 
once in a low tone of voice, with both hands 
free to take notes, without even leaning over 
to speak or hear. 


With Dictograph, no inter-office calls go 
through the switchboard, no one must wait 
while the line is busy, there are no annoying 
“call me backs,” no “listening in" by the 
operators. And the switchboard is left free 
to handle important outside calls. 


In short, Dictagraph enables you to obtai 
instant, up-to-the-minute reports, to issue i 
structions to several people in different park 
of the building at once, to make instant d 
cisions. It eliminates office visiting, keep 
every man at his desk. 


Best of all, perhaps, Dictograph smoothe 
your day, oils the routine of business, leave 
more time for planning and thinking. The: 
systems can be adapted to fit any parti 
intercommunication need. Learn what 
have done for other companies, what 
can do for yours. Write today and ask f 
further information. 


Dictograph’s Public Utility System is the key to improved 
public relations. A special Customer Contact Clerk, chosen 
for his ability to handle people, takes care of all customers who 
call in person to inquire about service, make complaints, ask 
for adjustments, etc. The Dictograph on the clerk's desk puts 
him in immediate contact with any wanted reference source, 
cuts the time spent on individual transactions and leaves the 
customer with a favorable impression. Let us explain in de- 
tail the many advantages of this system. 


DICTOGRAPH PRODUCTS CO., INC. 


580 Fifth Avenue 


Offices in All Principal Cities Throughout the World 
PRECISION 


MANUFACTURERS OF 


NEW YORK, WN. Y. 


EQUIPMENT sInce 198 
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ow to Save 


Make-up 


and Boost Turbine Hours 





Over half the power generated 
for industry in America comes 
from turbines using Gargoyle 
D.T.E. Oil Light. Socony- 
Vacuum’s experience with over 
9,000 turbines helps find oper- 


ating economies 


Fe LENGTH OF SERVICE and turbine 
hours per gallon of “make-up,” no tur- 
bine oils measure up to Gargoyle D.T.E. Oil 
Light. That is why more than half the coun- 
try’s turbines rated 5000 kw. and over use 
them exclusively. This wealth of turbine 
operating experience Socony-Vacuum 
places at the disposal of your men. 


Socony-Vacuum has “kept cases” on tur- 
bine operation. This experience is made 
available without cost to turbine men. 
Pamphlets prepared on this subject will be 
sent at your request. In addition, see the 
new moviecalled “The InsideStory,” which 
reveals exactly what Correct Lubrication 
does. Just write to the nearest Socony- 
Vacuum office for these aids. 


“72 Years of Experience Calling”’ 


That is what the chief of a great utility 
wrote to one of his station superintendents. 
For when the Socony-Vacuum Represen- 
tative calls on you, he brings to your prob- 
lems the greatest experience in the oil busi- 
ness. Many operators find this experience 
helps them tochalk up records for efficiency 
and economy. Why not make sure to see if 
our man has something you can turn to 
your advantage? 


SOCONY-VACUUM €3 


OIL COMPANY, INCORPORATED 


ee AR DIVISION 


N  WADHAMS { )MPANY ENERAL PETR 


VISION «MACK 


fUM 


MAKERS OF MOBILGAS, MOBILOIL, GARGOYLE INDUSTRIA 
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OOK OVER THIS GROUP of fine new “Eveready” on-the-job flash- 
lights, specially designed to meet the special needs of oil men 
and electricians. 


The new WATERPROOF Flashlights, 3354 and 3254, are completely 
covered, switch-and-all, with a soft rubber sleeve. Unbreakable 
lenses, chrome plated reflectors. Proof against hot wires, acids, 
gasoline, oil, alcohol, greases and dirt. 


The two and three cell general purpose Industrial Flashlights, 
3251 and 3351, have unbreakable lenses, hand-replaceable switches 
are cased in semi-hard rubber. Safe with “hot stuff.” Unaffected by 
water, oil, gasoline, alcohol, acids or dropping impact. No. 3258, 
the new Flexible Extension Flashlight, answers the demand for a 
safe light for inspecting; moving machinery, railway journal boxes, 
drums, barrels, sounding pipes. 


NATIONAL CARBON COMPANY, INC. 
General Offices: New York, N. Y.; Branches: Chicago, San Francisco 
Unit of Union Carbide [Tj and Carbon Corporation 
The word “‘Eveready”’ is the trade-mark of National Carbon Co., Inc. 
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TION HEADG 


FROM INSULA 


E ENGINEER 


TH 


sTOCcKS — 


DON 


“Garces insulations are purchased as an in- 
vestment, the matter of dividends is of 
prime importance in their selection. 

“As in the case of stocks, these insulation 
dividends are bound to vary. In fact, the cash 
returns in fuel savings promised by any given 
insulation are dependent upon three things... 
kind, amount and application.” 

This statement made by the man from Insu- 
lation Headquarters deserves the careful atten- 
tion of every insulation buyer. 

It is based on experience gained by Johns- 
Manville through some 75 years of research 
and practical field service. Experience which 
has shown that one... five... or ten different 
kinds of insulations cannot possibly meet with 
maximum efficiency and economy the require- 


™ Johns-Manville 








yARTERS SAYS: 


An insulating material for every temperature 
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ALL. INSULATIONS 
T PAY THE 4 
CAME, DIVIDENDS! 


ments of all heated or refrigerated equipment 
on the market today. , 
This is a truth long recognized at Johns- 
Manville. The present line of J-M Insulations 
totals some forty different types . . . each de- 
signed for a specific insulating service . .. And 
all sharing in common a time-established rec- 
ord for superior performance and durability. 





Hence, having a line of insulations so unusually 
complete, Johns-Manville is in a position to help 
you choose the type and thickness of insulation 
that will assure maximum cash dividends, over 
the longest period of time, on each insulating job 
in your plant. For full details on all J-M 
Insulating Materials, ask for Catalog GI-6A. 
Johns-Manville, 22 East 40th Street, 
New York City. 


INDUSTRIAL 
INSULATIONS 


for every servi 


Tileihare) 
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BARBER CONVERSION BURNERS Have a Recori 


Which Merits 
Your Approval 


N demonstrating a gas conver- 
I sion burner, you may not get 
very technical. If you do, it’s 
easy to show BARBER engineer- 
ing superiority, from supply line 
to thermostat. What the cus- 
tomer usually wants to know is 
the performance record of the 
burner—and there again BAR- 
BER stands alone. For economy 
and trouble free service, BAR- 
BER’S 20-year record is un- 
paralled. BARBER is the emblem 
of a responsible manufacturer, 
with installations running high 
into the thousands. BARBER is 
recommended by leading Gas 
Companies. Remember that when 
you take on the responsibility of 
selling any conversion burner to 
the public. 





The “B” Model shown comes in 8 sizes for round grates 1?’ 
to 24” in diameter. Also a wide range of sizes for 
grates. ‘Patented BARBER Jets insure complete com! 

with a “scrubbing” flame action on walls of firebox. 

brick or refractory elements needed. Baltimore Safety 
Listed in A. G. A. Directory of Approved Appliances, 
Ask for Catalog and Price List on Conversion Burners for Fu 


Boilers, Burner Units for Gas Appliances, and Gas Pressure Re; 
We supply sales folders, at your request, for mailing to your 


THE BARBER GAS BURNER COMPANY 
3704 SUPERIOR AVENUE, CLEVELAND, OHIO 
BARBER Fetes BURN 


For Warm Air Furnaces, Steam and Hot Water Boilers and Other Applian 





EXTRA WIDE TANK 
HINGED FLUE 

HEAVY BURNER WITH 
REMOVABLE JET BLOCK 
KEROSENE OR GASOLINE 





WALI “BiG BRUTE 


DREADNAUGHI 


3 Splicers Furnace 


PUBLIC UTILITY SERVICE 





ADOPTED AS STANDARD BY MANY OUTSTAND- 
ING POWER AND TELEPHONE COMPANIES. 





P. WALL MFG. SUPPLY CO. 
PITTSBURGH, PA. 
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The electrical conduit shown above, in the blower building of a sewage disposal plant, is 


Alcoa Aluminum. 





Six years ago, Alcoa Aluminum conduit was installed in an underground gallery at this 
sewage disposal plant. Today, although other piping and hangers in this same location 
appear to be in poor condition, the Aluminum is bright and undamaged by corrosion. 


Appearances are an important factor in private as well as public properties. Equip- 
ment must have that well-cared-for look at all times. Aluminum, in addition to staying 
serviceable year after year under such corrosive conditions as these, retains its bright 
newness with minimum maintenance. That 

is why it pays to consider Aluminum wherever 

corrosion is a problem. 


Alcoa Aluminum tubing is readily formed for 


the twists and turns required in conduit work. 
Its installation is no problem. May 
we quote you on your conduit re- 
quirements? Aluminum Company of 
America, 2134 Gulf Building, Pitts- 
burgh, Pennsylvania. 
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How The Gas Waster 
Was Caught By Burnham 


W HEN gas is used for automatic 
heating, no one knows better than 
you, that it is the heat lag that eats up 
gas and causes dissatisfaction with 
bills. 
It is the drawing of the cool air into 
the fire box and through the boiler 
that cools it down between automatic 
firings. Still the burners must have 
air. 
The Burnham Boiler cuts down heat 
lag with its built-in cast iron draft di- 
verter and positive control of primary 
and secondary air. Overcomes strong 
chimney pulls. 
The diverter also permits safe and sat- 
isfactory operation of boiler during 
periods of down draft, or in event of 
accidental blocking of chimney. 


Its field economy operation equals that 
of the shop test. 

Send for catalog. Get the full facts. 
See for yourself. 


7 ad eee ee 


IRVINGTON, NEW YORK 
ZANESVILLE, OHIO 


Representatives in All Principal Cities of the United States and Canada 
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G) \ TRUCKS and 
TRAILERS 





* Sizes from h to 15 * Newest Cab-Over- 
Tons Engine Models — 


* All Types Stand- * Every Type and: 
ard Bodies Style Trailer 


Only GMC offers every popular type and style of both trucks and trailers 
—at prices crowding the lowest. Countless GMC’s are registered\in pub- 
lic utility service because they have longer, more useful life, cost less to run, 
attract the public eye, and because they are available in sizes up to IS tons. 


Our own Y. M. A. C. Time Payment Plan assures you of lowest available rates; 


5-MAN-CAB LINE TRUCK 


Chassis and cab de- 
signed and built en- 
tirely in GMC shops. 
A time-saver and la- 
bor-saver for utilities. 


GENERAL MOTORS TRUCKS E TRAILERS 


RS TRUCK & COACH e DIVISION C 
UFACTURING COMPANY e@ PONTIAC, MICHIGAN 
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ACCT'S RECEIVABLE 





SEMETER DEPOSITS 


For complete 


and more informative records 


@ In re-equipping your accounting department, don't consider only 
your current Service Billing needs. This type of billing comprises only 
3°%, of present day customer accounting costs. 


@ Investigate the punched card method of accounting which, in addi- 
tion to Service Billing, will facilitate the handling of Cash Posting, 
Ledger Balancing, Discounts, and Arrears and Merchandise Billing. 
This method will also enable you to control Accounts Receivable, 
Meter Deposits and other important functions. 


@ This modern electric Accounting method offers complete and more 
informative records to the customer, the district offices, the customer 
service department and the management. Write for complete infor- 
mation today. 





INTERNATIONAL BUSINESS MACHINES CORPORATION 


WORLD HEADQUARTERS BUILDING BRANCH OFFICES IN 
500 MADISON AVENUE, NEW YORK, N. Y. PRINCIPAL CITIES OF THE WORLD 
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A New Low-Cost Foam Tool! 


Combines Water, Solution and Air 
To Form Fire-Smothering Foam 


Public utilities are welcoming this revolu- 
tionary larger-capacity foam equipment for 
flammable liquid fires. 

The specially designed PHOMAIRE Play 
Pipe connects to your hose line (34" to 2!/."). 
When the water is turned on, PHOMAIDE, 
anew foam-making solution carried in a Hip 
Pack, and air are automatically drawn into 
the water stream in the proper proportions 
to form foam. 


There are no complicated preliminaries, no 
confusing adjustments, no moving parts. And 
only one man is required at the Play Pipe. 


Less than 20 gallons of water at a pressure of 
75 pounds or more are required per minute. 
This is the only efficient foam unit available 
for small lines. One gallon of Phomaide 
Solution makes 350 gallons of foam. 300 to 
400 gallons per minute may be continuously 
produced by merely pouring additional solu- 
tion into the Hip Pack. 


This is NEWS. Without obligation, ask for 
descriptive literature, prices and a demon- 
stration of the Phomaire Unit illustrated at 
the left. Don't wait! Mail your request now. 


Get the Latest Foam Equipment 


Phomaice ns Pomaide 


SOLUTION 


developed, made and sold by 


aanaas erry 
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ELLIOTT MOTORS 


al W. 


Eight motors like this drive the forced and induced draft fans for 
the fine high-pressure installation at the Waterside Station of 
[a the Consolidated Edison Company of New York. They are 
600-hp., 690-r.p.m. squirrel cage type. 
Eight more sturdy Elliott Motors—150-hp., 1200-r.p.m. squirrel 
EL LE:O TT  ¢e9¢—drive the coal pulverizers serving the same boilers. 
These sixteen motors have important jobs, and they will handle 
Cc OM PAN Y them well, because as with all Elliott Motors, they are designed 
Electric Power Department: and built for specific service, up to standards which all Elliott 
RIDGWAY, PA. motors must meet. Why not check up on Elliott standards of 
District Offices in Principal Cities motor construction? 


Taelelak TURBINE-GENERATORS - MECHANICAL DRIVE TURBINES~ ENGINES - ENGIN 

CONDENSERS - MOTORS - GENERATORS - MOTOR-GENERATORS - DEAERATOR: FE 

DEAERATING HEATERS CENTRIFUGAL BLOWER DESUPERHEATERS FILTERS 

EQUIPMENT + STEAM JET EJECTORS - ELECTRIC HEATERS TUBE CLEANERS SEPAR 
GREASE EXTRACTOR NON p L ‘ 
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1 Soreton, Gas Association opens 31st annual convention, Toronto, Conte, 1938. 
Edison Electric Institute ends convention, Atlantic City, N. Fo 1938 





{ Conference of Mayors and Other Municipal Officials of the State of New York ends 
session, Elmira, N. Y., 1938. 





Ve hie Gas Association will hold summer sales conference, Newport, R. I., June 





{ Society o 6 Og Engineers convenes for summer meeting, White Sulphur 
Springs, W. Va., 1938. 





q Loe gy 0 Independent Telephone Association will convene for session, North Bend, 
Wash., June 24, 25, 1938. 





{ American Transit Association, Bus Division, will hold executive committee meeting, 
Cincinnati, Ohio, June 24, 1938. 





{ Danish Gas Association begins convention, Allings-Sandvig, Denmark, 1938. 





{ Pacific Coast Gas Association starts northwest conference, Portland, Ore., 1938. 
{ Wisconsin Municipal Utilities Asso. starts convention, Marshheld, Wis., 1938. 





{ Society for the Promotion of Engineerin Bévcation will hold meeting, Texas A. & M. 
College, College Station, Tex., June 27-30, 1938. 








{ American Society for Testing Materials will hold annual meeting, Atlantic City, N. J., 
June 27—July 1, 1938. 





{ American Home Economics Association will hold convention, Pittsburgh, Pa., June 
28—July 1, 1938. 





J Soctety of Chemical Industry convenes for annual session, Ottawa, Comnde, 1938. 
4 American Inst. of Electrical Engineers starts meeting, Washington, D . C., 1938. 





{ Michigan Gas Association will convene for annual session, Mackinac Island, Mich., 
July 5-7, 1938. 














§ Canadian Electrical Association opens convention, Seigniory Club, P. Q., Canada, 
1938. 
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From an etching by Martin Lewis Courtesy, Kennedy & Co., New York 
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Stop, Look, and Listen 


Speaking of reorganization, our government, in the 

opinion of the author, although wasteful and often 

inefficient, is better than most of us think it is, but it 

has been headed for executive centralization in the 

interest of efficiency. The danger of such a policy in 
the absence of proper safeguards. 


By HERBERT COREY 


ow that the reorganization bill 
N has been shelved, let’s take ac- 

count of stock. What kind of 
a government have we? 

On the whole it is better than most 
of us think it is. It is full of paradoxes. 
The structure is flexible and efficient. 
No matter what the emergency may 
be it can be dealt with almost over 
night. That is a necessity, for democ- 
racies move slowly when left to them- 
selves. It sometimes suffers from 
cheap politicians—the six for a nickel 
kind. They have made shameful use 
of their right of entty to the feed bin. 
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It is wasteful, starry-eyed, idealistic, 
as hard handed as a bumbailiff. It is 
noisy and blatant. In the next office it 
is quiet and competent. It is over-run 
with rattle-brained theorists, and it has 
such organizations as the Corps of 
Army Engineers and the Federal Bu- 
reau of Investigation. They would 
rank at the top in any world competi- 
tion. 

It is heading toward centralization. 
Only 30 executive agencies had been 
created prior to 1933. Since then 70 
have been authorized by Congress. 
They are for the most part responsible 
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only to the President. Some seem not 
to be responsible to anyone.. They can 
run their own affairs to suit them- 
selves. The emergency caused by the 
first depression brought them into be- 
ing. The second depression may keep 
them alive. They might have lived in 
any case. Yet—assuming they were 
needed—they were evidence that the 
government has the power and speed 
necessary to meet any exigency. The 
danger is that the people may grow to 
regard such agencies as political de- 
vices. A democracy cannot afford to 
look on its executives with cynical dis- 
trust. 

In this connection the action of Con- 
gress in refusing to submit the Ludlow 
amendment to the people is worth 
studying. If that amendment had been 
included in the Constitution, war could 
be declared only by popular vote. The 
theory that the people who do the pay- 
ing and fighting should have the right 
to say whether they wished to pay and 
fight for a given cause is an appealing 
one. In fact the proposed amendment 
was a declaration of distrust of our 
elected representatives and might have 
compelled us to defend ourselves 
against an aggressor with a greatly 
weakened chance of success. Con- 
gress preferred to retain efficiency 
rather than invest in hosannas. 


i Feseqes are platitudes and more are 
to follow. Yet they are worth 
twenty minutes’ time. A century ago 
a man could take a gun, an axe, and a 
wife and go into the wilderness confi- 
dent that he could make his own way. 
If he knew his business he need never 
see another man to the day of his 
death. He could weave his wool and 
raise his corn and boil down sassafras 


bark for his spring tonic. Many a 
pioneer lived happily in just that way. 

Nowadays every man is touched by 
government every minute. It defends 
him, educates him, tells him what he 
may not do, interferes with his typhoid 
fevers and his hound dogs, card- 
indexes him, supervises his marriage, 
licenses the midwife, bosses his spring 
planting, and finally hems in his grave, 
If it makes mistakes his taxes pay for 
them. He may escape marriage, evade 
work, deny religion, and scoop his 
drinking water out of the branch, but 
he cannot get away from government. 
It is a part of his life. 

About 900,000 men and women, 
more or less, work in its regular estab- 
lishment. That is about one govern- 
ment worker for each block of forty- 
three voters at a presidential election. 
No one has ever counted the number 
of jobs they do. The list might fill this 
issue of the ForTNIGHTLY. The aver- 
age annual cost of the administrative 
work is about four billion dollars. It 
has been stated that each wage-earner 
gives every fifth day’s work in taxes. 
Perhaps one half of the tax collection 
is spent on the actual work of govern- 
ing. The remainder goes for relief, in- 
terest on old debts, waste, and fiddle- 
faddles. No effort will be made here 
to distinguish between the wasted dol- 
lars and the wisely spent dollars. The 
intent is only to tell what the govern- 
ment is and why it is and what can be 
done about it. 


bs Aawoip and politics and desirable 
but extravagant extras could be 
lessened. That is theoretically possible. 
In point of fact, as every one knows 
who has ever been in touch with prac- 
tical politics, the lessening travels in a 
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STOP, LOOK, AND LISTEN 


circle. The politicians in charge spend 
the public money in order to reélect 
themselves to office. Eventually the 
public tires of being stripped of its 
shirt to pay taxes to fortify in office 
men it does not really like, and there 
is an upheaval. Reformers are placed 


in power and in nine cases out of ten 
make such a mess of things that the 
public welcomes back the somewhat 
chastened politicians. 

For all that progress is made. Boss 
Tweed’s methods would not be toler- 
ated today. Boss Cox let his machine 











closely related to the functions of the Chief Executive. Ootes show when outhorized or crected. 


SPECIAL FEDERAL BUREAUS, COMMISSIONS, ADMINISTRATIONS, ETC. 
Created by Acts of Congress or Executive Order, ond whose functions ore either under or 
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run away with itself and Cincinnati is 
in consequence almost the prize exhibit 
among well-governed cities. Progress 
is expensive, rattle-headed, loose- 
jointed, uncertain, and sometimes un- 
recognizable. The finest thing about 
it is that it is not made on a plan. It is 
an affair of trial and error, thin ice and 
pneumonia. If the blue printers and 
card-indexers ever force our govern- 
mental structure into their ingenious 
moulds they will destroy it. They may 
produce an excellent system, but it will 
not be the one Americans have gotten 
along with quite satisfactorily for 150 
years. It might suit the professors and 
still not work. 


HESE reflections are based to a 
large extent on a recent report of 
the Brookings Institution. The B. I. 
occupies a large and handsome struc- 
ture on Jackson Place in Washington 
which is completely filled with re- 


searchers into the affairs of govern- 
ment. It is supported entirely by pri- 
vately owned money. The original 
Brookings was a hard-boiled old gen- 
tleman who made millions by doing 
what seemed advisable and in so doing 
acquired convictions about govern- 
ment. But no one then had any con- 
siderable fund of information, al- 
though the average man had quantities 
of prejudice. Brookings set up his in- 
stitution for the sole purpose of find- 
ing out things. The individual re- 
searchers in it are only interested in 
facts. Now and then the government 
hires some of them in order to find out 
what is going on. They are, as a body, 
suave and ruthless. 

Franklin D. Roosevelt was author- 
ized by Congress to make a qualified 
reorganization of the governmental 
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structure. The need had been recog- 
nized as far back as the administration 
of President Buchanan, but every ef- 
fort to that end had been defeated by 
Congress. This is not intended as a 
criticism of Congress, but as a recog- 
nition of the fact that politics works 
that way. Congressmen mostly wish 
to be reélected, and with the growth of 
the government the departments and 
bureaus had acquired great power. It 
is true that Congress made the appro- 
priations but the money is spent, or 
not spent, by the bureaucrats. Bi-par- 
tisan alliances in Congress had always 
been able to defeat any important 
threat to their interests. 


|. eyes had an overwhelming 
majority in both houses and 
seemed free to act. He did not act un- 
der the authority first granted him. 
Presently a committee headed by 
Representative Louis D. Brownlow 
brought in a report on which a bill for 
the reorganization of the government 
was based, and which gave the Presi- 
dent wide powers. If that bill had been 
enacted as written, the government 
would have been a one-man affair in 
fact, and the Congress would have 
been in reality limited to making ap- 
propriations and levying taxes. Instead 
of passing it, committees from the 
House and Senate employed the 
Brookings Institution to find out just 
what the governmental structure actu- 
ally is. It confined itself to: 

“A study of the organization and 
administration of existing functions 
and to recommendations regarding 
the improvement of their administra- 
tive performance.” 

It was specifically agreed that the 
Brookings’ experts should make no 
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Politicians and Reformers 


¢ 7. politicians in charge spend the public money in order to 

reélect themselves to office. Eventually the public tires of 

being stripped of its shirt to pay taxes to fortify in office men it does 

not really like, and there is an upheaval. Reformers are placed in 

power and in nine cases out of ten make such a mess of things that 
the public welcomes back the somewhat chastened politicians.” 





recommendations regarding the desir- 
ability of functions that had been au- 
thorized by legislative or administra- 
tive action, but it was authorized in 
its discretion to raise for the con- 
sideration of Congress certain spe- 
cific questions of policy without at- 
tempting to say exactly how these 
questions should be answered. The 
cost of the inquiry was $59,270, of 
which the Institution paid $21,070, 
the remainder being borne by Con- 
gress. The report contained something 
like 500,000 words. It will never be a 
best seller but it is of importance for 
the reason that it is the only nonpoliti- 
cal and uncolored examination of the 
government ever made. There have 
been millions of words written about 
the government, but this is the only 
book which consists entirely of facts. 


ay basis of any understanding 

must be a recognition that the 
Constitution and the American politi- 
cal system have accepted : 


7il 


. The separation of powers. 

. Division of powers between the 
Federal government and_ the 
states. 

. Senatorial confirmation of cer- 
tain presidential appointments. 

4. The principles of political democ- 

racy. 

In a government of unified powers 
the Chief Executive is an integral part 
of the parliamentary system. He is 
both the servant and the master of the 
legislative body. In the United States, 
where separation of powers prevails, 
he is responsible directly to the people, 
and is constitutionally independent of 
the legislature, which in turn is consti- 
tutionally independent of him. The re- 
sult has been that in order to control 
administration Congress has been ac- 
customed to control not only functions 
and appropriations but also the set-up 
of the agencies and the allocation of 
functions. A tendency has existed to 
make certain agencies independent or 
semi-independent of the President. 

JUNE 9, 1938 





PUBLIC UTILITIES FORTNIGHTLY 


This is particularly significant with 
respect to those agencies which exer- 
cise not only administrative but also 
legislative and judicial powers. They 
do what Congress would do if it had 
the time, and are also administrative 
courts, and formulate policies as well. 
“Consequently they face in three di- 
rections and cannot be finally appraised 
from the viewpoint of the Executive 
alone. Since they embody a blending 
of powers they may require a compos- 
ite or compromising of controls. They 
present some extremely difficult prob- 
lems.” 


HE relations between the Federal 

government and the states were 
originally few and simple, but now 
cover a wide area. The Brookings 
experts classify the Federal activi- 
ties under the heads of promotion and 
regulation, carried out under perhaps 
100 separate laws. With the growth 
of centralization state sovereignty has 
been increasingly impaired. The Fed- 
eral government has recently exercised 
its constitutional right to veto com- 
pacts which various states have sought 
to enter into between themselves, and 
in the present Congress an attempt has 
been made to set up what has been pop- 
ularly known as the Seven TVA’s. If 
this had become law in its original 
form the Federal government would 
have had fairly complete control of the 
seven great watersheds» and along 
certain lines the states would have been 
reduced to shadows. 

As to senatorial confirmation it is 
stated that “if absolute centralization 
of administrative responsibility is de- 
sirable, and if it depends upon an un- 
divided exercise of the appointing 
power, such centralization is impos- 
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sible under our constitutional system, 
Executive centralization may be 
closely approached, but without a con- 
stitutional amendment it can never be 
permanently assured or at any time 
completely attained. While this is true, 
it should be observed that under the 
reorganization bill the President was 
given the immense advantage of a veto 
of any attempt by Congress to check 
his acts, which could only be over- 
ridden by a two-thirds vote. 


jb considering the principles of po- 
litical democracy, under which the 
government has operated from its in- 
ception, the experts observe that: 

“It is quite possible that if we are to 
preserve democracy we may have to be 
wary of those administrative forms 
and trends which seem to be inevitably 
associated with dictatorship,” and, 

“The national administration, with 
its vast and far-flung personnel and 
its varied forms of service and assist- 
ance to different sections of the elec- 
torate, provides an obvious instrumen- 
tality for the use of political power.” 

In a narrow sense the Departments 
of War, State, Navy, Justice, and the 
Post Office might be called the per- 
manent establishments of the govern- 
ment. They appear to possess appro- 
priate jurisdictions and to occupy their 
proper places in the general set-up. 
They could not be interfered with ma- 
terially without doing great injury. It 
is apparent that an amateur statesman 
could not safely interfere with the af- 
fairs of War and Navy. If State were 
to be compelled to accept exterior guid- 
ance and answer frivolous inquiries, it 
would cease to exist, for the excellent 
reason that other governments would 
have nothing to do with it. Justice and 
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Post Office are highly specialized, and 
although each suffers a turnover at 
the top with each change in political 
administration the men who really run 
it are not disturbed. Brookings ex- 
perts go out of their way to pay tribute 
to the bureau chiefs. In effect they say 
that the business of the entire govern- 
ment—outside of the new, more or less 
independent, somewhat irresponsible 
executive agencies—is conducted by 
the bureau chiefs and conducted well. 
Outside of the five fundamental de- 
partments is the problem area: 

“Such fields as economic regulation 
and promotion, land use, conservation 
of natural resources, social welfare, 
and, of course, financial administra- 


tion.” 
epsom which are not of primary 
interest to the five basic depart- 
ments were little by little placed under 
the care of Treasury, Agriculture, In- 
terior, Commerce, and Labor, as these 
departments were formed. The proc- 
ess of building the government may be 
illustrated by the story of labor. Mat- 
ters pertaining to labor were first 
handled by a man or two in Interior. 
In 1883 a bureau was set up, and in 
1888 it became the Department of La- 
bor. The Treasury Department found 
that the limited supervision it had been 
giving commercial and industrial af- 
fairs was becoming burdensome, and 


q 


e 


in 1903 the Department of Commerce 
and Labor was formed, and Labor 
became a bureau again. Organized 
labor was not satisfied and in 1913 
the new department was split and La- 
bor was given an independent exis- 
tence. 

It is in this way the almost innu- 
merable duties of government, as gov- 
ernment is now, have been cared for. 
As a new responsibility was found, 
men were placed in charge of it. There 
were reversals, mergers, and expan- 
sions, and for the most part the plan 
worked well. Through it the various 
interests of the public could be handled. 
There were definite interest groups, 
such as commerce, labor, and agricul- 
ture, which were given specialized at- 
tention. The Department of the In- 
terior is in some respects a regional 
affair, and serves the West. “In some 
cases the relationship rests on service, 
control, social ideals, regulation, or 
professional kinship.” Examples are 
the Bureau of Air Commerce, the 
Federal Communications Commission, 
the ICC, the Federal Reserve Board, 
the Public Health Service, the Office 
of Education, the Children’s Bureau, 


and the like. 

M the beginning there was a dis- 
tinct aversion on the part of 

Congress to the creation of adminis- 

trative services outside the executive 


“ONLY 30 executive agencies had been created prior to 1933. 
Since then 70 have been authorized by Congress. They are 
for the most part responsible only to the President. Some 


seem not to be responsible to anyone. They can run thew 
own affairs to suit themselves. The emergency caused by the 
first depression brought them into being. The second de- 
pression may keep them alive.” 
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departments. After 1860, however, 
these services began to be established 
on a more permanent basis. Some of 
them have since been taken over by the 
executive departments. The modern 
trend toward the multiplication of out- 
side agencies really began with the es- 
tablishment of the Civil Service Com- 
mission in 1883 and the ICC in 1887. 
“At that time we were entering the 
period of Federal control and regula- 
tion.”” These agencies have always 
been headed by commissions, the 
consideration being that their func- 
tions were quasi legislative and quasi 
judicial as well as administrative. 
Since 1913 independent establishments 
have increased rapidly. The war was 
accountable for some of them. Since 
March 4, 1933, detached agencies have 
multiplied even more rapidly. 

“At the present time there are about 
70 separate agencies having full time 
staffs, and a number of committees and 
ex officio agencies with either detailed 
staffs or no staffs.” 

The report finds that in the main 
the matter of organization has been 
wisely handled in the light of condi- 
tions then prevailing. 

“In our opinion the piecemeal, step- 
by-step evolutionary type of planning 
has merits which should be compared 
with those offered by a comprehensive 
overhauling at one time of the entire 
administrative structure.” 


NTIL the sudden expansion of in- 
dependent agencies which began 

in 1933 the administrative structure 
had, on the whole, grown along nor- 
mal lines, if one may accept the guarded 


statements of the inquirers. There 
were duplications of effort and un- 
questionably waste of time and money, 
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and this has been responsible for much 
of the criticism which resulted in the 
various attempts at reorganization. It 
is pointed out, however, that much of 
this criticism is based upon an imper- 
fect understanding of the task of gov- 
ernment. Too much simplification, 
however, might result in a failure of 
efficiency. 

There are, for example, 14 agen- 
cies which have to do with the de- 
tection and suppression of crime, 
From time to time efforts have been 
made to group them, but upon exam- 
ination each such effort has been 
abandoned. 

The FBI in the Department of Jus- 
tice does much the same kind of work 
that the Postal Inspectors do, but 
either service would be hampered if 
they were forcibly united. When the 
Immigration Border Patrol was sepa- 
rated from the Bureau of Immigra- 
tion the results were unfavorable. The 
various governmental needs have been 
well served by a policy of codperation 
rather than of grouping by functions. 
The Geological Survey has experts on 
water, stream gauging, etc. So has the 
Corps of Army Engineers, and the Bu- 
reau of Public Roads, and they are able 
to work together in harmony. Experts 
from the War Department, the Bureau 
of Mines, the Bureau of Public Roads, 
and the Department of Agriculture col- 
laborate in studies of various types of 
explosions. Except for the activities 
of the Army Engineers the War De- 
partment has no peace-time use for the 
large nucleus of officers and men who 
must be held together against an 
emergency. It was therefore able to 
loan many qualified officers to the CCC, 
the PWA, and the Resettlement Ad- 
ministration. 
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Executive Centralization 


sbi Santee centralization may be closely 
approached, but without a _ constitu- 
tional amendment it can never be permanently 
assured or at any time completely attained. 
While this is true, it should be observed that 
under the reorganization bill the President was 
given the immense advantage of a veto of any 
attempt by Congress to check his acts, which 


could only be overridden by a two-thirds vote.” 








Hoe is necessarily merely a sug- 
gestion of what the government 
was and how it had grown up to March 
4, 1933. With the need for combating 
the depression a new plan was put into 
action. Until this time appropriations 
had been made by Congress on the ap- 
plication of bureau chiefs, as expressed 
through the budget since 1921, and 
the propriety of the expenditures had 
been checked through the Comptroller 
General, who was responsible only to 
Congress. The system did not work 
without friction, but it did serve to 
hold the administrative agencies in 
bounds. The immediacy of the need in 
1933 compelled Congress to let down 
the bars. 

Billions were then appropriated 
without earmarks, and turned over to 
the Executive to be spent at his discre- 
tion. The plan was, perhaps, not to be 
greatly criticized, for if money spend- 
ing could save the country, then the 
more rapidly the money could be spent 
the better. However, it is obvious that 
a new theory of executive power then 
came into being. The 70 agencies 
which were created from time to time 
were in some instances expressly ex- 
empted from review by the Comptrol- 
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ler General, as provided by the law of 
1921. Federal corporations were or- 
ganized which had all the powers—and 
more — of private corporations, and 
were not bound to obtain the assent of 
the Executive to their acts or to submit 
their books to auditing. A list of the 
independent agencies and the dates of 
their creation is to be found elsewhere. 


N distinction was made in many 
of these agencies between spend- 
ing and sheer waste. Bookish theories 
were put into practice by men who had 
never directed the smallest form of 
business. This was inevitable in many 
cases, once the theory was accepted. 


The Reconstruction Finance Cor- 
poration—which was established un- 
der President Hoover—was essential- 
ly a banking operation. Little criticism 
has been heard of its management by 
Jesse H. Jones, who is as solid a busi- 
ness man as might be found. The Re- 
settlement Administration, on the 
other hand, was planned to draw work- 
ers into the country and away from 
cities. However excellent the book- 
taught theory may have been, the R.A. 
under Rexford G. Tugwell did not 
realize that a shopman would refuse 
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to leave the city and that an effort to 
create new industries by the aid of 
agricultural laborers and unemployed 
miners must either fail or threaten ex- 
isting industries with dislocation. Mil- 
lions of dollars were spent and a large 
share of the expenditure was sheer 
waste. 

It has been succeeded by the Farm 
Security Administration, the purpose 
of which is to make small loans to dis- 
tressed farmers, to clean up the mess 
Tugwell left behind, to codperate with 
the Bureau of Soil Economics in the 
withdrawal of marginal lands from the 
farmed acreage, and to enable share- 
croppers under the Bankhead Act to 
buy farms if they seem worthy of aid. 
As an important side issue it is trying 
to locate the thousands of migratory 
laborers where they can secure seasonal 
employment and at least partially sup- 
port themselves by farming and gar- 
dening in a small way. In its year of 
operation it seems to have been con- 
ducted in a practical fashion. 


pig is lacking in which to set forth 


the other so-called emergency 
agencies, their duties, and the quality 
of their performance. It is possible to 
say, however, that they have speeded 
the trend toward centralization to an 
extent not widely realized. Under the 
original theory, as it has been worked 
out in what the Brookings experts call 
the step-by-step plan, the various func- 
tions of government were included in 
the ten departments and such quasi 
legislative, executive, judicial commis- 
sions as the ICC. Only occasionally, 
as the need arose, agencies were created 
to meet an emergency, but they were 
essentially temporary in character. 
A good example is the War Re- 


sources Board, which was responsible 
only to the President and during its 
life exercised hitherto unexampled 
power. The board was liquidated at 
the earliest possible moment after the 
need ceased. 

The new agencies, however, having 
been called into being by an emergency, 
real or supposed, promise to remain as 
permanent parts of the government. 
Unless they are taken over by Con- 
gress they will remain as parts of the 
executive establishment. Congressional 
action is, of course, subject to the presi- 
dential veto, which may only be over- 
ridden by a two-thirds vote. The rec- 
ords show that this is extremely hard 
to obtain except upon such vetoes as 
that by various Presidents of grants to 
veterans. In such cases the self-inter- 
est of Congressmen prompts defiance 
of the Executive. 


HE writer does not propose to 

argue that efficiency may not be 
promoted by the setting up of agencies 
responsible only to the Executive. A 
forceful, well-informed President, who 
would not lower the dignity of his of- 
fice by making use of such instrumen- 
talities for political purposes, might be 
able greatly to improve the quality of 
administration. It is at least arguable 
that the intention of the framers of the 
Constitution was that the legislature 
should make the laws and the Execu- 
tive.enforce them. But it is apparent 
that if agencies are granted moneys by 
Congress, with no legislative check 
upon the manner of spending, and are 
made responsible only to the Presi- 
dent, a long step has been taken toward 
the centralization of administrative 
powers which in turn is a long step to- 
ward dictatorship and away from the 
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STOP, LOOK, AND LISTEN 


original plan of government. An ex- 
ample is the granting of funds for the 
erection of municipal light and power 
plants in competition with privately 
owned plants. When Secretary Ickes 
stiffened his neck there was no way 
of stopping him. Perhaps this article 
might well close with another quota- 
tion from the report of the experts of 
the Brookings Institution : 

“The movement for executive cen- 
tralization of administration in the in- 


terest of efficiency has gained much 
headway ; but along with it has grown 
the feeling that such centralization may 
not be altogether safe unless equal em- 
phasis is given on the one hand to the 
protection of the administration from 
personal or partisan manipulation, and, 
on the other hand, to the establishment 
of new devices for insuring popular 
control.” 

In fewer words: Stop, look, and 
listen. 





Excess Utility Capacity—1933 


¢ “Li came the depression. Although the expansion of 

facilities among the public utilities continued for a year, 
the demand stopped almost at once. By that time capacity had 
been provided considerably beyond existing ‘boom’ needs. Then 
began a period of retrenchment in business. The factories and 
mines curtailed operations or closed entirely; the number of 
telephone users began to dwindle, the use of toll service was 
drastically curtailed. 


“As a result the public utilities of the country have today a 
substantial excess capacity. Even if business were to resume 
tomorrow at the 1929 level, the physical facilities of the public 
utilities would still be in excess of those needed to meet the 
demands of industry and the general public. But everyone 
knows that there will be no such resumption tomorrow or per- 
haps for a good many years. The only question is how long it 
will be before industrial activity is again on anything resembling 
a normal basis, to say nothing of the intensity of 1929.” 


—Davip E. LILienTHAL, writing in The 
Harvard Law Review, March, 1933. 
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Dispersion of Prices 
For Domestic Electric Service 


Interesting approach to comparison of rates of munici- 

pal and private undertakings—variation in charges of 

government plants greater than differences in the case 
of the charges of private companies. 


By HERBERT B. DORAU 


ORTY years ago the Supreme 
kK Court of the United States quoted 
with approval from an opinion 
of a circuit court to the effect that a 
comparison of the rates of particular 
operating companies is of litile value 
and that “a mere difference . . . is of 
comparatively little significance.” ! 
Regulatory commissions also have 
ruled that rates in effect elsewhere do 
not constitute evidence as to reason- 
ableness of charges in a particular serv- 
ice area unless conditions are alike. 
Assurance that all vital market and 
operatirig conditions are comparable is 
impossible without intensive study. 
Despite these reasoned precedents, 
electric industry critics frequently de- 
clare that rates in particular communi- 
ties are excessive when compared with 
rates in adjacent communities or rates 
in other communities comparable in 
size. The rates of a conveniently lo- 
cated publicly owned utility are most 
commonly used for comparison. 


The Electric Rate Survey* has re- 
cently made available most valuable in- 
formation as to prices charged for 
service. Its publications tabulated net 
monthly bills as of January 1, 1935, for 
representative amounts of consump- 
tion in 17,869 communities through- 
out the United States, including all 
communities with a population of 250 
or more. The availability of these data 
has encouraged price comparisons upon 
a comprehensive scale with the result 
that new fuel has been added to the 
controversy over the relative merits of 
private and municipal ownership and 
operation.’ 

However, these recent price com- 
parisons have been of the mass variety, 
that is, the prices quoted in one class of 
communities are compared with the 
prices quoted in another class of com- 
munities. The entire number of com- 
munities in the United States may thus 
be classified according to whether 
served by operating subsidiaries of 
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holding companies, by independent 
companies, or by municipally owned 
utilities. Comparison en masse must, 
however, be used with discretion. The 
advantage of the group or class com- 
parison method is the compensating ef- 
fect of dissimilar conditions. When 
hundreds or thousands of communities 
are included in the classes for which 
prices are compared, the classes tend to 
be similar in character except for the 
influence of the factor which was used 
as the basis of classification. The use 
of such comparisons is to measure the 
influence of some common characteris- 
tic, but such studies obviously are not 
directly useful in judging the reason- 
ableness of prices in a particular com- 
munity. 


Oxe it is impossible to measure or 
to appraise directly the hundreds 
or thousands of individual prices in a 
given class of communities, a method 


must be devised for determining the 
average or representative price. Com- 
putation of the arithmetic mean or 
simple average of the prices available 
in the given class is one of the two 
methods used in determination of 
representative prices. The second meth- 
od* involves weighting net monthly 
bills by the population of the com- 
munity for which the price is reported. 
Use of population for weighting is 
based, of course, on the assumption that 
the number of consumers varies directly 
with the population of the communities 
in the class. 

The two methods of measurement 
are equally useful if the characteristics 
of the resulting averages are fully un- 
derstood.’ The weighted average is 
representative and appropriate if the 
objective is an expression in summary 


719 


form of the prices at which service is 
available to the entire number of con- 
sumers. When, however, the objective 
is evaluation of the characteristics of a 
particular class or classes, weighting by 
population or number of consumers is 
not appropriate.* Since the question is 
the relative advantage of a particular 
form of organization, the circum- 
stances of service existing in large 
communities is worthy of no more 
weight than those prevailing in a num- 
ber of small communities.” 


a possible approach to the 
question of comparative prices at 
which service is available under private 
and municipal ownership and opera- 
tion® is the measurement of the amount 
of dispersion among the prices of such 
utilities. Dispersion means spread, vari- 
ation, or divergence among the in- 
stances in a class. It may be viewed as 
the frequency distribution of individ- 
ual prices and thus requires determina- 
tion of the number of instances at each 
price. Obviously, there would be no dis- 
persion if all communities were served 
under identical rate schedules. A study 
of dispersion reveals characteristics of 
the prices charged by private and mu- 
nicipal utilities which are obscured by 
the use of either the simple or weighted 
average. Particularly is this the case 
when the communities in class are 
ranked and distributed by the price at 
which a given quantity of service is 
available. A mere average, whether 
median or mean, tells nothing of the 
relative number of communities sup- 
plied at various prices above and below 
the average, therefore nothing as to the 
representativeness of the figures de- 
rived. 


The Electric Rate Survey has the 
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following to say of the wide differ- 
ences among residential rate schedules : 

If this survey succeeds in directing public 
attention to the wide divergencies in the rates 
charged for electric servicé in communities 
similarly situated and possessing the same 
general characteristics, it will have served its 
purpose.? 


A observer of the intense contro- 
versy between the proponents of 
private and public ownership may well 
ask whether the greater dispersion ex- 
ists among the prices of private or 
among those of municipal utilities. Are 
the well publicized instances of low 
municipal rate schedules representative 
of the schedules of all municipal utili- 


ties? The critics of private ownership 
and operation assert that regulation is 
not effective and that the private com- 
panies charge all that the traffic will 
bear. This implies, since the amount 
of competition from other utilities and 
other fuels varies widely, that the 
prices in privately served communities 
are more widely divergent than those 
of municipal establishments. 

The Electric Rate Survey published 
net monthly bills for seven amounts of 
consumption, but for this study we 
have selected the three amounts (25, 
100, and 250 kilowatt hours) believed 
to be as representative of the range of 
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COMPARISON OF DISPERSION AMONG NET MONTHLY BILLS OF 
PRIVATE AND MUNICIPAL UTILITIES FOR TWENTY-FIVE 
KILOWATT-HOURS, AS INDICATED BY MEDIAN, 
QUARTILE AND DECILE POINTS 
UNITED STATES BY COMMUNITY SIZE GROUPS 
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residential use as any other combina- 
tion which might have been chosen. 
The total number of communities for 
which rates are reported is divided into 
three groups according to size: (1) 
communities of less than 5,000 popula- 
tion; (2) communities of 5,000 to 
49,999; and (3) communities of 50,- 
000 or more.” This classification is 
sufficiently detailed to disclose any rela- 
tionship between amount of dispersion 
and size of community. 


TS entire number of communities 
is divided between those served by 
municipal and those served by private 
utilities and these two classes are sub- 
divided according to size of communi- 
ty. For each of the subclasses, disper- 
sion in price is determined for the three 
amounts of consumption. The amount 
of dispersion of price has been deter- 
mined, then, for a total of eighteen 
classes. The net monthly bills are dis- 
tributed by price intervals of 40 cents 
for 25 kilowatt hours, $1 for 100 kilo- 
watt hours, and $2 in the case of 250 
kilowatt hours.” 

The median price for each class of 
communities is indicated by the middle 
points of the vertical bars on Charts 1, 
2, and 3. Thus one-half of the total 
number of communities in the class is 
served at prices above and one-half at 
prices below these median prices. The 
ends of the heavy portion of the bar 
indicate in each instance the first and 
third quartile, thus one-half of the total 
number of communities in the class is 
served at prices found between these 
limits. The full extent of the bar meas- 
ures the spread between the first and 
ninth decile values. Eighty per cent of 
the total number of prices fall within 
the first and ninth decile points. Since 


we are interested in determining repre- 
sentative levels, the extremes of varia- 
tion are eliminated with the 10 per cent 
of the bills which are highest and the 
10 per cent which are lowest. 

Tables I, II, and III summarize, for 
each of the three amounts of consump- 
tion and for the three community size 
groups, the comparative number and 
percentage of communities receiving 
service at prices within each price 
interval. 


HE dispersion among prices for 25 
kilowatt hours is shown in Chart 

1. The “‘whiffle trees” in the first sec- 
tion on the left indicate the dispersion 
among prices for communities of less 
than 5,000 population. The diagrams 
show the median price as well as the 
price limits within which communities 
are served. The median price for 
municipally served communities of less 
than 5,000 population is higher than 
for privately served communities in the 
same size group. In the case of the two 
groups of communities of larger size, 
the median of municipal prices is lower. 
The dispersion of municipal prices 
is also shown to be greater for com- 
munities in size groups of less than 
5,000 and from 5,000 to 49,999 popu- 
lation. Prices at the first decile point 
are lower, while at the ninth decile 
point prices are higher than in the case 
of communities served by private utili- 
ties. This is unlike the results for 
municipally served communities of 
over 49,999 population, where the first 
and third quartile points reflect rela- 
tively little dispersion. However, the 
fourteen municipally served communi- 
ties of over 49,999 population are so 
few in number and distributed so un- 
equally by geographic division that 
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COMPARISON OF DISPERSION AMONG NET MONTHLY BILLS OF 
PRIVATE AND MUNICIPAL UTILITIES FOR ONE HUNDRED 
KILOWATT-HOURS, AS INDICATED BY MEDIAN, 
QUARTILE AND DECILE POINTS 
UNITED STATES BY COMMUNITY SIZE GROUPS 
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conclusions with respect to either dis- 
persion or average price are not justi- 
fied. Numerous factors influencing 
price in one direction or another may 
be present to an unequal degree in a 
class containing such a limited num- 
ber of communities. 


HE difference in relative amount 

of dispersion becomes greater 
when we turn to prices for 100 kilo- 
watt hours of consumption (Chart 2). 
Again, the median municipal price is 
higher only for the class of communi- 
ties of less than 5,000 population, but 
again the variation among prices quoted 


by municipal undertakings is much 
greater than among the prices asked by 
private companies. The bars represent- 
ing the price of private utilities are not 
only shorter in length but havea greater 
regularity of shape. 

The characteristics noted in connec- 
tion with Chart 2 reappear in some- 
what exaggerated form on Chart 3 
where the dispersion of prices for 250 
kilowatt hours of consumption is in- 
dicated. To the extent that the data in- 
dicate price levels, it is evident that 
prices of municipal establishments are 
lower in the larger communities and 
higher in communities of less than 5,- 
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000 population. Among the prices for 
communities of over 49,999 popula- 
tion there are apparently some at an 
extremely low level. Generally speak- 
ing, these communities are quoted 
services at prices below those of pri- 
vately served communities in the same 
size group. Since these municipally 
served communities are of relatively 
large size, their prices greatly influence 
any averages determined by weighting 
according to population. It is to be 
noted that there is a great difference 
between the number of communities in 
the largest and smallest groups; thus 
there are 14 municipally served com- 
munities of over 49,999 and 1,399 com- 
munities of less than 5,000 population. 


Fo yres in Chart 3, the bars measuring 
dispersion among prices asked by 
private utilities are strikingly uniform, 
which does not exist for the classes of 
municipally served communities. There 
are wide divergencies among the prices 
for municipally served communities of 
50,000 population and over, but only 
three or four communities are repre- 
sented in the lower portion of the bar. 
The dispersion among prices for mu- 
nicipal utilities in communities of in- 
termediate size is reflected in a “whiffle 
tree’ more normal in shape, but the 
amount of dispersion is considerably 
greater than among prices for privately 
served communities. It is apparent that 
a wide range exists in municipal prices 
when the dispersion of prices for com- 
munities of less than 5,000 is con- 
sidered. The dispersion in this group 
is such that 10 per cent of the prices 
(in other words, the prices in 140 com- 
munities) are for amounts in excess 
of $16.60 and an equal number are for 
amounts less than $7.40. 
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TABLE I 


DISTRIBUTION, ON THE BASI F 
MONTHLY BILLS i ° VE. 


IPAL UTILITIE 


By 40-Cent Price INTERVALS, WITHIN THREE 
Community Size Groups 


} 0-4,999 
Price Private unicipal 

Interval Number Per Cent Number Per Cent 
Under $1.00 21 
$1.00-$1.39 350 
1.40- 1.79 

1.80- 

2.20- 

2.60- 

3.00- 

3.40- 

3.80- 

4.20 & over 


Total 
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5,000-49,999 
Private 


Price Municipal 
Number Per Cent Number Per Cent 


Interval 
Under $1.00 
$1.00-$1.39 
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0.1 


100.0 


ae 000 and Ooze hh 
Price Priva nicipal 
Interval Number Per Cent Meuber Per Cent 
Under $1.00 : 1 7.1 
$1.00-$1.39 3 ls 10 71.5 
.40- 1.7 L 2 14.3 
1 7.1 


Total 270 100.0 


4.20 & over 


Total 192 100.0 14 100.0 


Primary calculations and distribution by the Re- 
cording and Statistical Corporation, New Yor! 





These dispersion data may be pre- 
sented graphically in other forms. Two 
additional ways of presenting the re- 
sults of the study are suggested by 
Chart 4. This chart is confined to the 
class of communities of less than 5,000 
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TABLE II 
PYMONTHLY BL ON THE BASIS OF ated 


TAND MUNICIPAL UTILITIES” 


By $1.00 Price INTERVALS, WITHIN THREE 
Community Size Groups 


0-4,999 
Private Municipal 
Number Per Cent Number Per Cent 
0.7 


Price 
Interval 
Under $3.00 
$3.00-$3.99 
4.00- 4.99 
5.00- 5.99 
6.00- 6.99 
7.00- 7.99 
8.00- 8.99 
9.00- 9.99 
10.00-10.99 
11.00 & over 


Total 
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100.0 270 


50,000 and Over 
Private Municipal 
Number Per Cent Number Per Cent 
14.3 
64.4 
7.1 
7.1 


7.1 


Price 
Interval 
Under $3.00 
$3.00-$3.99 
4.00- 4.99 
5.00- 5.99 
6.00- 6.99 
7.00- 7.99 
8.00- 8.99 
9.00- 9.99 
10.00-10.99 

11.00 & over 


Total 192 100.0 14 100.0 


Primary calculations and distribution by the Re- 
cording and Statistical Corporation, New Yor 
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population because this group includes 
more instances than are included in any 
other, and because the comparison of 
private and municipal prices for com- 
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munities of this size have been given 
less attention than in the case of larger 
communities. The distributions for the 
intermediate and large community size 
groups served by private and municipal 
utilities are offered in the outlined 
tables, I, II, and III. 


HE comparative percentage distri- 

bution by price intervals for the 
three representative amounts is illus- 
trated in the block diagram in Chart 4. 
Thus, beginning at the bottom of the 
chart, it appears that one-half of 1 per 
cent of the municipal prices for 25 kilo- 
watt hours are for amounts less than 
$1. 

It appears further, that 30.3 per 
cent of the instances of prices are for 
amounts between $2.20 and $2.59. In 
the case of privately served communi- 
ties, it appears that one-tenth of 1 per 
cent of the prices are for amounts less 
than $1 and that 31.2 per cent of the 
communities are served at prices be- 
tween $2.20 and $2.59. 

The distribution of bills for 250 
kilowatt hours of consumption indi- 
cates that 2.1 per cent of the municipal 
prices, and three-tenths of 1 per cent 
of the prices of private utilities, are for 
amounts less than $6, and that 54.8 per 
cent of the privately served communi- 
ties, as compared with 27.4 per cent of 
those municipally served, are offered 
250 kilowatt hours of service at prices 
from $8 to $10. In general, the com- 
pactness in shape of the “pyramid” and 
the concentration around the modal 
price indicates the lack of dispersion of 
prices within the class, while the re- 
verse indicates the extent of dispersion. 
The difference is clearly most pro- 
nounced in the case of prices for 250 
kilowatt hours. 
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HE companion frequency curve in 

Chart 4 records the cumulative 
percentage of communities served at 
each price within the limits imposed by 
the grouping of the data. The percent- 
age of communities served at less than 
any given price is indicated on the hori- 
zontal scale. For instance, 57.5 per 
cent of the municipally served com- 
munities and 71.7 per cent of the pri- 
vately served communities in this size 
group are supplied at prices of less than 
$6 for one hundred kilowatt hours of 
consumption. 


It is obvious that if all the communi- 
ties in the class were served at the same 
price for a given amount of consump- 
tion, that is, if there were no dispersion, 
the curve would be a horizontal straight 
line. The curves which on the whole 
most nearly approach this position rep- 
resent the class of prices among which 
there is least dispersion. In the case of 
communities of less than 5,000 popula- 
tion, there is clearly the class served by 
privately owned utilities. 

An even more compact expression of 
dispersion may be found in the average 
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COMPARISON OF DISPERSION AMONG NET MONTHLY BILLS OF 
PRIVATE AND MUNICIPAL UTILITIES FOR TWO HUNDRED 
FIFTY KILOWATT-HOURS, AS INDICATED BY MEDIAN, 
QUARTILE AND DECILE POINTS 
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deviation from the median price.” The 
median having been established by ex- 
act count within the 10-cent price in- 
terval in which it is found, the mone- 
tary difference between each bill and 
the median was computed and the aver- 
age of such differences determined. It 
is believed that this method is an ac- 
curate summary measure of price dis- 
persion. 
AVERAGE DEVIATION FROM 
MEDIAN PRICE 


0-4,999 
Municipal 


Kilowatt 
Hours Private 
25 $ .40 
100 91 
250 1.33 


Kilowatt 5,000-49,999 


Private Municipal 


$ .30 $ .42 
.66 91 
1.16 1.64 


50,000 and Over 
Private Municipal 


$ .28 $ .21 
66 72 
1.33 1.25 


it appears that in the case of every 
class, with the exception of two 
amounts of consumption for communi- 
ties of over 49,999 population, the dis- 
persion among prices asked by munici- 
pal utilities is greater than among 
prices asked by private utilities. In two 
instances, the average deviation for 
municipal rates is over twice that indi- 
cated for private undertakings. The av- 
erage variation of municipal prices 
from the median for communities of 
over 49,999 population is 21 cents for 
25 kilowatt hours, and $1.25 for 250 
kilowatt hours in the two instances 
where the deviation of municipal prices 
is less. However, attention has been 
called to the fact that prices in this 
small class of municipally served com- 


munities may be influenced by factors 
not characteristic of municipal owner- 
ship. 

The objection may be advanced that 
dispersion has been measured by refer- 
ence to a price which is itself a variable, 
that is, an average deviation amounting 
to a given number of cents does not 
have the same significance in the case 
of prices for 250 kilowatt hours as in 
the case of prices for 25 kilowatt hours 
of consumption. In view of this con- 
sideration, the amounts of average 
deviation from the median, as shown 
above, are expressed as percentages of 
the median prices in the table below: 


AVERAGE DEVIATION EXPRESSED AS 
PERCENTAGE OF MEDIAN PRICE 


Kilowatt 0-4,999 
Hours Private Municipal 
25 , 20.2 


100 . 23.7 
250 . 28.0 


Kilowatt 5,000-49,999 
Hours Private Municipal 


25 15.0 
100 13.2 
250 13.0 


Kilowatt 50,000 and Over 
Hours Private Municipal 


25 17.0 
100 14.4 
250 15.9 


The conclusions as to comparative 
deviation are not greatly affected by 
this change in form of presentation. 
However, by this measure, the disper- 
sion among municipal prices is greater 
than among the prices of privately 
owned utilities in all classes of com- 
munities and for each quantity. 


am full explanation of this wider 
variation among the prices of mu- 
nicipal electric establishments is not 
available, but there may be advantage 
in consideration of probabilities. 
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On the one hand, there a-e wide dif- 
ferences in the pricing policies of mu- 
nicipal utilities, relatively few of which 
are closely regulated by a state agency. 
The municipal establishment ordinarily 
serves but a single community; uni- 
formity in rate policies thus develops 
slowly. There are great differences in 
extent and manner of provision for de- 
preciation. The rate schedules of some 
municipal establishments are based 
upon the idea that the cost of supplying 
service decreases in proportion to the 
decrease of bonded indebtedness in- 
curred to provide the service, in which 
instances rates may not be yielding a 
fair return on the value of the property. 
Some municipal establishments relieve 
the taxpayer but charge high prices to 
the consumers. Others add to the bur- 
dens of the taxpayer but are able to 
boast of low electric rates. Some mu- 
nicipal utilities lack skilled manage- 
ment and offer inferior service, in 
which instances neither the consumer 
nor the taxpayer receives any special 
advantage. 

On the other hand, there are factors 
which create a tendency toward greater 
uniformity among the prices of private 
utilities. The restraining influence of 
commission regulation is significant. 
Numerous communities are served by 
a single operating company and in- 
creasingly at uniform rates over wide 
areas. Finally, the influence of the 
holding company has been and is in the 
direction of uniformity and the elimi- 
nation of price extremes. 

Although there are wide variations 
among the prices of private utilities, 
“wide divergencies,” such as men- 
tioned by the Federal Power Commis- 
sion, exist to a greater extent among 
the prices of municipal establishments. 
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COMPARISON OF DISTRIBUTION OF COMMUNITIES OF LESS THAN 
5000 POPULATION ACCORDING TO PRICES CHARGED BY 
PRIVATE ANO MUNICIPAL UTILITIES, RESPECTIVELY, 
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Footnotes 


Smyth v Ames (1898) 169 U. S. 466, 42 
L. ed. 819, 847. 

2 Federal Power Commission. Electric Rate 
Survey, Rate Series No. 2. 

8 William M. Carpenter, “Comparison of 
Municipal and Company Rates,” Edison Elec- 
tric Institute, Pub. S-7; Federal Power Com- 
mission, Electric Rate Survey, “Comparative 
Rates of Publicly and Privately Owned Elec- 
tric Utilities,” Rate Series No. 5; “Public 
Ownership,” Public Ownership League of 
America, August, 1936. 

4 Used by the Federal Power Commission in 
preparation of the Electric Rate Survey, Rate 
Series Nos. 3 and 5. “For purposes of uniform- 
ity in procedure all group averages are calcu- 
lated on a weighted basis, the groups under 
1,000 population being excepted. In this latter 
case group averages have not been weighted 
since accurate information regarding popula- 
tion of many small communities is unavailable. 
Moreover, weighting is unimportant in the 
presence of such large numbers of well dis- 
tributed cases. Under such circumstances 
weighted averages will closely approximate the 
unweighted figures. For reasons of economy 
and practicality, therefore, the bills for popu- 
lation groups under 1,000 are not weighted.” 
(Rate Series No. 3, p. 3 

5 The two methods may yield very different 
results. An illustration will suggest the char- 
acteristics of the “representative” prices found 
by each of the methods and make clear the 
purposes for which the two methods may prop- 
erly be employed. Assume a class of communi- 
ties which includes one community with 1,000,- 
000 population and 1,000 small communities of 
500 population each. The aggregate population 
of the 500 communities is 50 per cent of the 
population of the single large city. The price 
for 25 kilowatt hours in each of the 1,000 small 
communities is, say, $3, while the price in the 
large community for the same amount of con- 
sumption is $1.50. If the individual prices are 
weighted by the population of the community 
for which the price is quoted, the weighted 
average, or “representative” price is $2. This 
is the average price at which electricity is avail- 
able to consumers in the class of communities. 
On the other hand, the simple average is only a 
fraction less than $3. The arithmetic mean di- 
rects attention to instances of pricing and con- 
siders each instance equally significant for pur- 
poses of measurement and comparison. 

®The reason for weighting a population, 
given in Rate Series No. 3 (p. 3), seems quite 
inadequate as a justification if the results are 
to be used (and they have been) for making 
comparisons. The reason given is as follows: 
“The average typical bills for each state, di- 
vision, and the country are weighted averages. 
Since it is desired by means of these averages 
to approximate a measure of prices at which 
the utilities offer service within the various 
communities, a weighting by population is 
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practically mandatory. Manifestly the inclu- 
sion of the bills for the largest and smallest 
city in a state in an average where each is 
counted once, gives little consideration to the 
population or number of customers to whom 
the prices are applicable.” 

7 The price of residential service tends to 
vary with size of community. When communi- 
ties are classified by type of ownership for pur- 
poses of price comparison, it may be found that 
they are present in unequal proportions in the 
size groups compared. Unequal distribution by 
size group might invalidate any conclusions 
which cou = otherwise be based upon “over-all” 
comparison 

8 All = price studies are concerned with 
the actual price at which service is offered. 
The prices at which consumers actually re- 
ceive service, the average price paid, is a 
wholly different matter. Information is not 
available which would make possible measure- 
ment and comparison of the range of aver- 
age prices at which privately and municipally 
supplied consumers take service. 

9 Federal Power Commission, Electric Rate 
Survey, Preliminary Report, p. 8. 

10The total number of communities for 
which net monthly bills were reported is 17,869 
in the case of bills for 25 kilowatt hours of 
ccnsumption. Net monthly bills for 250 kilo- 
watt hours are available for 17,622 communi- 
ties. In some instances, prices were not re- 
ported in Rate Series No. 2 for the larger 
amounts of consumption. In the present study, 
“number of communities” is identical with 
number of net monthly bills or with number of 
— within the class, that is, “community” is 
defined as a service area within the boundaries 
of a municipality for which net monthly bills 
are reported by Rate Series No. 2. In the case 
of municipalities supplied by two competing 
utilities, there are present two communities and 
two prices of each of several amounts of con- 
sumption. 

11 Tt was necessary to make a count of com- 
munities for which service is available at 
prices falling within each 10-cent price interval 
from the lowest to the highest price, that is, the 
net monthly bills were arranged in a frequency 
distribution by 10-cent price intervals extend- 
ing from the smallest to the largest bill. This 
was done separately for the two types of own- 
ership, for each of the three size groups, and 
for each of the three amounts of consump- 


tion. An extremely irregular distribution of 
data resulted because net monthly bills group 


themselves at certain vate and because of the 
tendency for blocks of consumption to be priced 
at even cents per kilowatt hour. For this rea- 
son, the data are recombined into the r 
price intervals required to yield more 
distribution curves. 

12 The average, instead of the standard de- 
viation, is used, because it gives less weight to 
extreme items. 
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The Federal Power Plants 
And Public Power 


Hydroelectric power is cheaper and more efficient than steam 
power, in the opinion of the administrator of Bonneville dam, 
and the government power plants are seen by him as symbolical 
of an endeavor to extend and intensify the benefits of electricity. 


By J. D. ROSS 


, \uE building of the great power 
plants in the Tennessee valley, at 
Boulder dam, and on the Colum- 

bia river has been the cause of un- 

ending discussion. Perhaps we may 
see the whole situation more clearly if 
we review the last forty years of the 
rise of electricity. Much of this his- 
tory is familiar to most people. Electric 
plants were very small two generations 
ago. Long-distance transmission was 
just being born. The development at 
Niagara, which was then the center of 
power, brought large users of power to 
its vicinity. Today these consumers 
might be much more scattered with 
our present long-distance lines. Elec- 
tricity was then new to the people. 

Gradually, the public became educated 

to its use. With that education came 

tremendous growth. The demand for 
electric power is so great now that it 


doubles in about seven and one-half 
years on the average throughout the 
nation. At first, electricity in the home 
was a luxury. It was confined to the 
use of a few lamps. Today it is a 
necessity, and its use is being rapidly 
extended to cooking, refrigeration, air- 
conditioning, and a host of other uses. 
The end is not yet in sight. The alter- 
nating motor and the use of alternating 
current generally became a necessity in 
the factory. 


We this great expanse was 
going on many men in financial 


circles turned their attention to electric 
power. The usual proportion of these 
men devoted their efforts to honest en- 
deavor and many electric companies 
were formed. At the same time the 
usual few with wrong motives gradu- 
ally got hold of these concerns, and in- 


JUNE 9, 1938 730 





THE FEDERAL POWER PLANTS AND PUBLIC POWER 


stead of trying to do an honest business 
with honest profits, they manipulated 
stocks and got control of several hun- 
dred times as much as they really 
owned. They formed holding com- 
panies which were supposed to give a 
unified service to the subsidiaries they 
controlled, and in this way they could 
get better prices for materials, or for 
special engineering construction. 

This system brought profits that 
should have satisfied the most avari- 
cious, but not satisfied with this, hold- 
ing companies were formed to control 
holding companies, and the pyramid of 
holding companies thus formed 
reached a point where it collapsed of 
its own weight. This crash, with all its 
attendant disaster, came at the begin- 
ning of the depression. In fact, it had 
a large part in producing that depres- 
sion. We cannot get something for 
nothing, so someone had to pay for the 
milking of these concerns. 

To assist in preventing a recurrence 
of this great disaster, the Public Utility 
Holding Company Act was brought 
into being, creating a Federal control 
to prevent the pyramiding of holding 
companies. 


| ees these forty years human 
characteristics have been the 
same as they have been for the 
thousands of years previous. The main 
objective of the executives of the power 
business has been to take in all that 
the traffic would bear. In order to do 
this, the highest prices have been 
charged. In other lines of endeavor, a 
few people have seen the tremendous 
advantage of lowering rates and there- 
by increasing the volume of business. 
Notable among these are Henry Ford, 
and such people as Woolworth and 
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Kresge of the 10-cent stores. These 
men soon became fabulously rich, while 
other concerns on high rates went 
bankrupt. Public power is dedicated to 
lower rates. Its great success has been 
largely due to this fact. In the years 
in which tremendous advance in electric 
science and engineering was being 
made, many people were employed in 
industry, but another large number 
were being continually put out of work 
on account of the replacing of workers 
by automatic machinery. In the 
decades before this, trouble did not 
exist. Life was simpler. It was easier 
to make a living. Society was not so 
complex. 


a played its part in 
holding back development. The 
inventor was a rare bird who got an 
idea and worked on it himself. He was 
pictured as long-haired and erratic. He 
is replaced today by many thousands of 
research men who get around the table 
and do teamwork in the development 
of science and invention. While the 
light and power business was rising to 
tremendous heights, the transmission 
of intelligence and the transmission of 
materials were developing at an equally 
rapid pace. The extension of the tele- 
graph and telephone, followed by the 
discovery of the radio, annihilated dis- 
tance in the transaction of business and 
made possible a world-wide propa- 
ganda, that, while used to good account 
in most ways, could also be used with 
deadly effect in the great merger and 
holding companies seeking control of 
the earth. 

The extension of railway and steam- 
ship lines and the coming of the auto- 
mobile, auto truck, and airplane did 
much to destroy distance in transporta- 
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Superiority of Hydroelectric Power 


we HE Skagit river will flow through the 

Ruby and Diablo dams as long as rain 
falls and water flows downhill to the sea. The 
same is true of the Columbia at Bonneville and 
Grand Coulee. These great plants will prove that 
hydroelectric power can be generated less expen- 
sively than steam power. Any person who con- 
tends that steam power is more practical and 
more inexpensive than hydroelectric power is 
either hopelessly ignorant, or criminally sub- 


sidized.” 





tion of materials, so time and space 
shrunk as the years went by and the 
world became smaller and _ closer 
together. 


| Sypenapdionie and discovery are going 
on so fast that the old conditions of 
employment will never come back. 
There are those who talk of the return 
of the labor conditions of 1929. That 
day will never return. The number of 
unemployed will be continually increas- 
ing and no man or body of men is re- 
sponsible for that condition. The only 
thing possible is a sane, sensible ad- 
justment of conditions and a realiza- 
tion that they exist as fact. Our modes 
of thinking must change. 

Let us take a few examples: One 
machine alone may put thousands of 
men out of work. There are steam 
shovels today, used in the digging of 
great irrigation ditches, that will take 
ten cubic yards of earth in a single 
scoop and lift it eighty feet to the banks 
above. How many men working with 
shovels and wheelbarrows would it take 
to equal this machine alone, wheeling 
the earth up the steep slopes? There are 


machines that lay a mile of pavement 
in a day. Two great water wheels re- 
cently brought into use in the Seattle- 
Skagit Power System, under the 
writer’s supervision, can do as much 
physical work as the entire million 
six-hundred-thousand population of 
the state of Washington even if each 
of those inhabitants were a husky able- 
bodied man. The power from the gen- 
erating plants of America is going into 
the home and farm, and displacing 
with automatic machines the handwork 
of the past. 


peers is the lifeblood of our 
civilization. Think what would 
happen without it, as when everything 
went dark in New York several years 
ago; street cars stopped; homes pro- 
vided with electricity went dark; the 
wheels of industry stopped; people 
could not get to the upper floors of tall 
buildings ; elevators were stalled ; heat- 
ing plants operated by electric motors 
went to a standstill ; hospitals could not 
function efficiently ; street lights went 
out; alarm systems were dead; water 
pumping stations stopped; organized 
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society was at the mercy of criminals, 
sickness, pestilence, famine, and thirst. 
There is scarcely a function of modern 
civilization that does not depend 
directly or indirectly upon the main- 
tenance of the supply of electric power. 
Without electricity, when a city goes 
dark, it is as ominously silent as Oliver 
Goldsmith’s “Deserted Village.” 

The great power plants which the 
Federal government is building sym- 
bolize an endeavor to extend and in- 
tensify the benefits of electricity. The 
Bonneville dam, of which the writer is 
administrator, represents one of the 
most constructive phases of this pro- 
gram. It is located 42 miles east of 
Portland in the picturesque gorge of 
the Columbia river. Already two of its 
machines are ready to generate—ulti- 
mately ten of these machines will be 
producing power. This power will be 
used for a multitude of purposes. It 
will help to make life better in the vast 
Pacific Northwest section of our 
country. Transmission lines will ex- 
tend to various key centers, and farms 
and homes will get electricity at re- 
duced rates. Power also will be pro- 
vided for industries, and the great 
mineral, agricultural, and _ forest 
products of the West will be manu- 
factured into useful consumers’ goods. 


A: administrator of this notable un- 
dertaking, it is my function to sell 
the power at wholesale. The people can 
purchase it either through publicly 
owned power agencies or through 
their private companies. This decision 
is up to the people in any given locality, 
and we can only sell the hydroelectricity 
through the channels which the people 
provide. Bonneville dam, combined 
with the Skagit development in 
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northern Washington, and with the 
great Grand Coulee development 
farther up the Columbia, will comprise 
the greatest system for hydroelectric 
power in the world. At Skagit pre- 
liminary work on the towering Ruby 
dam has already been started. Com- 
pletion of this dam will give the people 
of Seattle and the adjacent region a 
power set-up second to none. 

The efficient and economic function- 
ing of these great dams on the Colum- 
bia and Skagit rivers will prove con- 
clusively that hydroelectric power is 
cheaper and more efficient than steam 
power. The production of steam 
power requires fuel. Once this fuel is 
burned, it is gone; it has been con- 
sumed. But a great river is a coal mine 
that never peters out. It is an oil well 
that never runs dry. The Skagit river 
will flow through the Ruby and Diablo 
dams as long as rain falls and water 
flows downhill to the sea. The same is 
true of the Columbia at Bonneville and 
Grand Coulee. These great plants will 
prove that hydroelectric power can be 
generated less expensively than steam 
power. Any person who contends 
that steam power is more practical and 
more inexpensive than hydroelectric 
power is either hopelessly ignorant, or 
criminally subsidized. 


H™ in America we should be 
thankful that our electric power 
is used for worthy and constructive 
purposes. Across the seas in Europe 
and Asia, power is used to heat the 
forges of war. In the lowlands of 
Europe where, since the days of Atilla 
the Hun, men have gone to war, can- 
non and artillery and bombs and rifles 
are being manufactured. For these 
shocking purposes the national income 
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of the people of those countries is being 
expended. The citizens of the United 
States should be gratified that they have 
a man in the White House like Presi- 
dent Roosevelt, who has seen fit to use 
our resources in a more peaceful and 
more useful fashion. He has helped us 
not to make weapons of war, but to 
mold instruments of peace. Boys from 
the streets have been made upright 
citizens in the CCC camps. Bridges 
have been built and dams have been 
constructed, highways have been laid 
out, and modern apartments have re- 
placed dingy slums. Under the iron 
rule of dictators and tyrants Europe 
and Asia have prepared for war. Under 
the democratic leadership of President 
Roosevelt, America has prepared for 
peace. 


| } LECTRIC power is an instrument of 


peace and prosperity and comfort. 
It can turn factory wheels. It can light 
homes. It can operate farms. More 
and more as the years pass by, elec- 


tricity will be put to this use in the 
United States. Whenever I drive up 
the highway to Bonneville, I cannot 
help but think what our bygone pred- 
ecessors would have thought of the 
great electric age. Near where the great 
dam now spans the river, Lewis and 
Clark camped almost one hundred and 
fifty years ago. These intrepid fron- 
tiersmen were sent West by President 
Jefferson to explore the wilderness. 
They lived in primitive fashion. Fire 
was their only source of light by night, 
and rifles were practically the only ma- 
chinery they had ever seen. What 
would they have thought of electricity 
—the unknown giant that travels 
through wires to dispel darkness and 
turn complex machinery? We, who 
take the wonders of power and elec- 
tricity for granted, should remember 
that it was not so many years ago that 
Benjamin Franklin sent his kite into 
the lightning storm. Electricity is one 
of our newest phenomena. It also is 
the greatest. 





Regulation v. Competition 


66S ome monopolies are natural and unavoidable, like the telephone 
and utility monopolies. Of course, they must be regulated to pre- 
vent exploitation of the public. But since the government has ample 
power so to regulate them directly, I have always doubted either the 
necessity or wisdom of the attempt to regulate them by having govern- 
ment compete with them. The operation of business rather than the 
regulation of business smacks too much of what is going on in Russia 
and Germany. It is a violation of an essential of recovery which is to 
activate our traditional economic system rather than to restrict it. It is 
bad from every American point of view. It is a retarder of recovery 
and reémployment of indefinite but immeasurable effect.” 
—Excerpt from statement by Hon. Bernard 
Baruch to the U. S. Senate Committee on 
Unemployment and relief. 
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Wire and Wireless 
Communication 


n the very near future (perhaps be- 
fore these lines appear in print) the 

National Labor Relations Board will 
hand down its decision on the union rec- 
ognition controversy between the In- 
ternational Brotherhood of Electrical 
Workers (AFL) and the Wisconsin 
Bell Telephone Company. The facts of 
the case are not particularly unusual as 
labor cases go, but may, if the NLRB 
decision reaches the courts, result in a 
test of the right of the NLRB to set aside 
a contract between a utility company (or 
any other employer for that matter) and 
an apparently independent union which 
was originally sponsored by the com- 
pany. 

The contract in the case of the Wis- 
consin Bell Telephone Company pro- 
vided for recognition of the Independent 
Union of Telephone Operators as the 
bargaining agency for the company’s em- 
ployees. The contract was entered into 
in July, 1937, and from the evidence 
taken during the hearings, the union at 
that time was supported by dues volun- 
tarily paid by its members. The AFL 
union claimed, however, that the Inde- 
pendent Union of Telephone Operators, 
which was an outgrowth of an em- 
ployees’ representative plan established 
by the telephone company in 1920, was 
still under the domination of company 
management and hence there could be no 
free and independent bargaining be- 
tween the union and the management 
within the meaning of the Wagner Act. 
The telephone company, as well as the 
independent union, denied that such 
domination existed and introduced evi- 
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dence tending to show that since its re- 
organization as a self-supporting volun- 
tary union, the management has main- 
tained a strictly “hands off” policy. 

The NLRB field examiner, John C. 
Batten, on April 4th generally concurred 
with the protesting AFL union and rec- 
ommended that the NLRB ignore the 
contract of the telephone company which 
purports to recognize the independent 
union as a bargaining agency. He also 
recommended that the telephone com- 
pany be ordered to cease from interfer- 
ing with attempts of the AFL union to 
organize the Wisconsin Telephone em- 
ployees. 

Hearings before the NLRB in Wash- 
ington were concluded on May 24th and 
local observers generally expected that 
the NLRB would uphold Examiner Bat- 
ten’s recommendations by at least a 2 to 
1 vote. 

Assuming that the board takes such 
action, if the case should be appealed to 
the courts, it would provide a test of 
NLRB jurisdiction somewhat different 
from that presented in the Consolidated 
Edison Company Case, which is now on 
the U. S. Supreme Court docket for dis- 
position at the court’s next term (which 
opens in October). In the Consolidated 
Edison Case the NLRB upon protest of a 
CIO union set aside an exclusive bar- 
gaining contract which the Consolidated 
Edison system had made with an AFL 
union, so that the issue was not whether 
the contracting union was truly inde- 
pendent but whether it truly represented 
a majority of the Consolidated system’s 
employees. In the Wisconsin Telephone 
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Company Case, the issue presented is not 
whether the contracting union represent- 
ed a majority of the employees (the evi- 
dence indicated that there was little ques- 
tion but that it did), but whether the 
contracting union was a union at all in 
the sense of being able to function as an 
independent bargaining agency for its 
members. 

It is possible that upon the outcome of 
this important case may rest the fate of a 
large number of unions which claim to 
be independent in themselves but which 
are not affiliated with the AFL or CIO. 


* * * 


HE action of the House Naval Af- 

fairs Committee in shelving the Cel- 
ler bill to build a government broadcast- 
ing station was considered a considerable 
victory for the National Association of 
Broadcasters and for its temporary pres- 
ident, Mark Ethridge, who gave effective 
testimony against the bill before the com- 
mittee. Washington observers were 
somewhat surprised at the incidental 
evidence of conservative membership 
on the House committee. It had been 
generally supposed that Representative 
Celler’s bill to set up a single govern- 
mentally owned and operated radio sta- 
tion in Washington, D. C., would not en- 
counter much opposition. One of the 
reasons for this supposition was the fact 
that certain wave-lengths had always 
been reserved with the idea that some 
day the Federal government might de- 
cide to use them; and the plan of using 
them to promote better Pan American 
relations had never caused much dissent 
before the introduction of Representa- 
tive Celler’s bill. 

Testimony before the House commit- 
tee, however, brought out the fact that 
Representative Celler’s proposal would 
have the government broadcast propa- 
ganda programs designed especially for 
the South American trade, so as to over- 
come the effect of pro-fascist propa- 
ganda broadcasts emanating from dicta- 
torship countries in Europe. 

This gave the National Association of 
Broadcasters an opening of which their 
spokesman, Mr. Ethridge, took full ad- 
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vantage (see digest of Mr. Ethridge’s 
testimony on page 752). The committee 
was quite obviously impressed with his 
arguments that it would be dangerous 
for the United States government to en- 
gage officially in a battle of propaganda 
with foreign dictatorships—nor did the 
members overlook the subtle suggestion 
that if the United States must sell de- 
mocracy to our Latin American neigh- 
bors over the air, existing private facili- 
ties are ready, able, and willing to serve 
as the broadcasting medium. In any 
event, this would be the safe and diplo- 
matic course, and there is a strong suspi- 
cion that behind the scenes the State De- 
partment concurred with Mr. Ethridge’s 
argument along this line—all of which 
may explain the sudden and decisive re- 
fusal of the House Naval Affairs Com- 
mittee to go any farther with the Celler 
bill at the current session. 


* * * 


IKE many American newspapers, the 
Toronto Globe and Mail currently 
carries a daily feature entitled “The In- 
quiring Reporter Asks.” Every day the 


Inquiring Reporter accosts a number of 
Toronto citizens casually and at random 
and asks them some controversial ques- 
tion of general interest. The various 
answers to this question are published, 
together with the names and addresses 
of the citizens who responded. (The 
ladies even get their pictures in the 
paper. ) 
To those who have pondered the im- 
portant subject of government control 
of communications, the answers pub- 
lished in this department of the Toronto 
Globe and Mail for May 23, 1938, fur- 
nish an interesting commentary on the 
popularity of the Dominion’s govern- 
mentally owned and operated Canadian 
Broadcasting Corporation. The question 
for that day was, “Do you favor the pres- 
ent system of government-controlled 
radio?” The answers of seven citizens, 
five of whom were ladies, appeared. 
The question turned up only one timid 
friend of the CBC and even she thought 
the radio fee a bit high. One other lady 
said that she did not object to govern- 
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ment control of radio as a matter of prin- 
ciple, but that she thought the present 
programs of CBC “could be greatly im- 
proved” and that they would have to be 
before she would listen to them. 

The remaining five Toronto citizens 
all answered an unqualified “No.” Four 
of the dissenters gave as their reason 
that Canadian government broadcasts 
are not worth listening to and that they 
habitually tune in on the American sta- 
tions (a fact which particularly irritated 
one thrifty Toronto insurance man be- 
cause Americans don’t have to pay for 

i The fifth opponent of 


abuse of its political control of such a 
powerful agency of propaganda. 

Indeed it is not every day that we 
hear our Canadian neighbors say such 
nice things about our institutions, espe- 
cially in comparison with their own, so 
we cannot resist the temptation of re- 
peating the following excerpt from the 
statement by a Toronto lawyer: “I have 
heard many persons complain of paying 
a fee for radio programs they never lis- 
ten to. The best talent in the world is 
heard over United States stations. How 
can Canada hope to compete with them ?” 


* * * 


Peorge nese Paul A. Walker of 
the Federal Communications Com- 
mission is hoping the report of the com- 
mission as a whole on the special tele- 
phone inquiry will be sent to Congress 
before the latter adjourns. In this he is 
almost alone among the commissioners. 
From other sources it is learned that 
anything like an agreement may not be 
reached for months. 

It can be said that the item-by-item 
answer to the “Walker Report,” which 
Was printed and filed with the commis- 
loners by the American Telephone and 
elegraph Company (but not formally 
received” as yet), is being carefully 
tudied by some members. In this con- 
ection it is interesting to recall Commis- 
sioner Walker’s announcement to the 
ell representatives made on November 
15, 1937, that “the commission, having 
onsidered the comments filed and the 
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fact of their noncompliance with the re- 
quirements specified for their filing, 
finds that these comments cannot be 
made a part of the record in Special In- 
vestigation Docket No. 1.” This state- 
ment was in reply to a letter of Septem- 
ber 27, 1937, from Special Counsel 
George F. Hurd of the telephone com- 
pany, in which he announced that the 
Bell companys had prepared a summar- 
ized defense to criticisms made against 
the Bell System. 
* * * 
MONG other things concerning which 
the prophetic H. G. Wells fails to 
enlighten us in his “Things to Come,” is 
how growing cities of the future are 
going to publish their individual name 
directories for telephone service, or 
whatever will take the place of telephone 
service as we know it now. The world’s 
largest city already has such a problem 
on its hands that the London telephone 
directory must be issued in two volumes, 
A to K, and L to Z. There are 600,000 
entries in the two volumes and installa- 
tions are increasing so rapidly that it is 
anticipated there will be over a million 
and a half names by the time the 1960 
edition goes to press. 

London’s close second for the honor 
of the world’s largest metropolis has so 
far been able to handle its telephone di- 
rectory problem by literally cutting the 
Gordian knot. The New York metro- 
politan area is divided into a number of 
regional directories: One volume covers 
Manhattan; one, the Bronx; others for 
Brooklyn, Queens, and so forth. Ad- 
jacent New Jersey communities which 
are economically a part of the New York 
city metropolitan area have always had 
their own separate directory system. 
While this method does put the tidy New 
York housewife to the trouble of finding 
some way to take care of three or four 
thick directory books hanging around 
the telephone, it does save her husband 
the even greater annoyance of jumping 
back and forth from one book to the 
other because the alphabet is cut in two 
parts. 

It is estimated that the London direc- 
tory costs a shilling a copy. 
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The Problem of Geographical 


Integration 


Cure 11 of the Public Utility Hold- 
ing Company Act of 1935 sets up 
various requirements for simplification 
of holding company systems, the princi- 
pal one being that each holding com- 
pany and its subsidiaries should form a 
single integrated system; but the SEC 
may, in its discretion and with certain 
qualifications, permit control of addi- 
tional integrated systems all of which 
must be located in one state or adjoining 
states. “Integrated” means, in general, 
interconnected. 

It is this geographical limitation which 
threatens to create difficulties in the ad- 
ministration of the Act, and it is hard to 
see how the commission can exercise 
much discretion unless it broadly inter- 
prets “all” to mean “each.” If the Act 
means that each additional system must 
be located in a single area comprised of 
adjoining states, there is no great barrier 
to simple readjustment of the systems as 
now constituted. But if the word “all” 
means every company outside the “single 
integrated system” this would limit the 
entire system to two separate areas or 
groups of states. The Act may be inter- 
preted still more narrowly, to mean that 
the additional integrated systems (if 
permitted) must be in states adjoining 
the original system. This would seem to 
be Chairman Douglas’ interpretation, for 
in his recent Electrical World article he 
stated : 

The Act provides that if a holding com- 
pany controls more than one integrated sys- 
tem, the controlled systems must be in one 
state, or in adjoining states, or in a con- 
tiguous foreign country ... Soundly financed 
systems which have no geographic relation- 
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Comment 


By OWEN ELY 


ship ought not to be under common control, 


The somewhat debatable wording of 
the Act was probably the result of the 
haste with which §11 was drafted dur- 
ing the intense struggle over the holding 
company idea. While the utilities gained 
a partial victory through the broadening 
of the holding company limitation, the 
territorial handicap imposed was of 
more importance than generally realized. 
The commission’s task is perhaps even 
greater than that of the utilities them- 
selves, and Mr. Douglas’ recent article 
indicated a rational and conciliatory ap- 
proach to a difficult issue. However, 
while it is reassuring to the industry to 
know that Mr. Douglas will not expect 
an overnight solution, and that “obvious 
things” should be done first, it will be 
necessary sooner or later to come to 
grips with the problem of just what the 
law means. An attempt to outline the sit- 
uation may therefore not be amiss at this 
time. 


& fer American Water Works plan 
(approved by the SEC) apparently 
establishes no very definite precedent, 
for its electric properties are fairly well 
integrated in a group of five adjoining 
states (its waterworks system, in 2I 
states, is exempt under the Act). The 
address of SEC Member Robert E 
Healy on April 29, 1937, threw no light 
on the problem. Chairman Douglas’ art- 
cle (quoted above) merely urges that, 
even in present inactive capital ma 
some progress can be made toward com 
pleting the physical integration of outly- 
ing properties, lopping off undesira 
properties, and effecting territorial co 
ordination. ; 
As indicated in the accompanying 
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table, holding company systems with ag- 
gregate assets of about $10,000,000,000 
must be overhauled and divided intoa num- 
ber of units in orderto meet thegeograph- 
ic rule. Why the utilities should be forced 
to confine themselves to one or two geo- 
graphical areas while industrial and 
financial companies of all kinds are un- 
der no such limitation remains some- 
thing of a puzzle. The question of mo- 
nopoly or “bigness” does not enter into 
it, for most utilities are natural local mo- 
nopolies and some of the largest systems 
are intrastate. 
Approx. 
No. of Assets 
States (millions) 
Amer. Gas & Elec. 9 $ 423 
Amer. Pwr. & Let. 4 800 
Assoc. Gas & Elec. 970 
Central Pub. Utility 123 
Cities Serv. Pr. & Let. 412 
Columbia Gas & Elec. 8 592 
Commonwealth & Sou. 1,107 
Community Pwr. & Lt. 29 
Elec. Pwr. & Let. 665 
Engineers Pub. Serv. 342 
Intern’! Hydro-Elec. 518 
Middle West Corp. 423 
National Pwr. & Lt. 575 
North American Co. 781 
Standard Gas & EI. 1,094 
United Gas Impr. 757 
United Let. & Pwr. 508 
Utilities Pwr. & Lt. 290 


$10,409 


Some two-thirds of the utility indus- 
try would seem to face financial up- 
heaval, unless §11 is carried to the 
courts and found unconstitutional.* A 
few systems such as Columbia Gas, 
which are fairly well concentrated in a 
given area, may escape dismemberment. 
Liberal interpretation of the Act, plus 
disposal of outlying properties, may save 
some others from difficulties with their 
financial structure, but the greater num- 
ber must apparently undergo critical 
surgical operations—not the mere “ap- 
pendectomy” to which Mr. Douglas re- 
fers. 

The basic trouble is that all but four 
of the eighteen holding companies here 
listed have issued funded debt, and all 


*See “Does the Holding Company Law Vio- 
late the Constitution?” Pustic Urmiries 
FortnicutLy of January 16, 1936. 


Approx. 


Total Assets 
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but one have preferred stock outstand- 
ing. If this were not the case it would 
be a comparatively simple matter for 
any top company to distribute the securi- 
ties of superfluous subholding or operat- 
ing companies to its own stockholders on 
a pro rata basis; but the existence of the 
senior securities seems to bar such pro- 
cedure. Unless they are able to make 
“swaps” of their properties with other 
systems on an even exchange basis, as 
ball clubs in the major leagues occasion- 
ally do, the financial structure and earn- 
ing power of these companies will inevit- 
ably be disturbed. They will either 
receive cash from the sale of subsidiaries, 
or will have to pay out large amounts for 
the purchase of new units, to complete 
“integration” in certain areas; and they 
may not be able to effect these operations 
evenly and simultaneously. 


I’ they have extra amounts of cash, the 
question arises as to whether bond- 
holders or preferred stockholders should 
be paid off ; it was this sort of question 
which apparently led to a struggle for 
control, plus unnecessary receivership, 
for Utilities Power & Light Corporation 
following the sale of its British proper- 
ties. The problem of adjusting the con- 
flicting claims of various classes of se- 
curity holders to a sudden windfall of 
cash is as difficult as adjudicating the 
numerous claims to a loosely willed fam- 
ily fortune. One procedure would be to 
call in the senior securities at their re- 
demption prices; but in many cases this 
would work a considerable hardship on 
the common stockholders. 

Cash for making new purchases might 
in some cases be obtained by issuing col- 
lateral trust bonds, or pledging the se- 
curities of the acquired companies under 
bank loans, but under present financial 
conditions this would seem difficult. 
Moreover, every such “deal” must be ap- 
proved by the SEC; and unless such ap- 
proval is readily granted, the financial 
arrangements may be hard to maintain. 
On the other hand, the SEC could hard- 
ly be blamed for taking ample time to 
watch and analyze the program of sys- 
tem rebuilding. 
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The simplest procedure would be to 
throw all interstate systems into a single 
big company through some sort of Fed- 
eral legerdemain, and then mark out a 
number of areas on the map for the new 
systems, Congress and the ICC attempt- 
ed for a decade to merge the railroads 
into some twenty systems on a semivol- 
untary basis, but without success. It re- 
mains to be seen whether the SEC, with 
its more far-reaching powers, can suc- 
ceed in a somewhat similar plan for re- 
making the utility map. 

5 
Tennessee Negotiations Proceed 


icon any of the deal for the joint 
purchase by the TVA and the city 
of Knoxville of Tennessee Public Serv- 
ice Company properties (see page 754) 
may help expedite the Memphis Power 


& Light and The Commonwealth & 
Southern negotiations. Commonwealth 
& Southern’s President Willkie in his 
annual report recently revealed that 
he had been definitely negotiating 
with TVA, but that he insisted that 
properties should be bought as go. 
ing concerns and that the government 
would restrict its power sales to the area 
served by the purchased properties. On 
this basis Commonwealth & Southern 
would be willing to sell the properties of 
Tennessee Electric Power Company, the 
northern section of Mississippi Power 
Company properties, the parts of the 
Alabama Power Company in fifteen 
counties as outlined, and certain portions 
of the Georgia Power Company system. 
According to the New York Sun: 


The bid of the city of Knoxville and TVA 
for the Tennessee Public Service Company 
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properties was made for the system as a go- 
ing concern and Director Lilienthal would 
undoubtedly bid for The Commonwealth & 
Southern properties on the same basis. Re- 
striction of sales of power outside of the 
purchased territory may not be as easy to 


the Louisiana Steam Generating Corp. 

The equity of Engineers Public Serv- 
ice Company in the earnings of its sub- 
sidiaries for the twelve months ended 
March 31, 1938, was as follows: 


negotiate. 

Since the accounting methods of Federal 
projects and private utilities differ widely, 
and only a low rate of return is expected on 
part of the investment in the Federal power 
projects, valuation of the properties arrived 
at by the auditors now working on The Com- 
monwealth & Southern books with a view to 
establishing a purchase price may not be ac- 
ceptable to either TVA or to The Common- 
wealth & Southern directors. It is this dif- 
ference in accounting that enables the gov- 
ernment to sell power at lower rates than 


Virginia Elec. & Pr, ........... $2,157,229 
Gulf States Utilities 740,602 
Louisiana Steam Generating.... 436,933 
Baton Rouge Electric 289,066 
El Paso Elec. & Subs. ......... 206,551 
El Paso Nat. Gas com. divds... 150,714 
Savannah Elec. & Pr. .......... 

Key West Electric 

Western ‘Pub. Serv. & Subs. .... 

Puget Sound Pr.&Lt.Subs. ... Def. 


Judging from the above figures, it is 


possible that Engineers Public Service 
would have no great objection to divest- 
ing itself of its two western systems if 
buyers could be found. Savannah Elec- 
tric might also be separable, and Key 
West is relatively unimportant. The re- 
maining properties could probably be 
made into two integrated systems—one 
including Texas and Louisiana units; 
the other, the North Carolina and Vir- 
ginia properties. 

Assuming that the company should 
wish to make this or similar changes in 
an effort to conform to the Utility Act, 
how could it proceed? There are three 
ways in which these properties could be 
divorced—by sale to other systems, ex- 
change for other properties, or distribu- 
tion of the securities to stockholders. 
The latter method would involve the 
question of the relative equities of pre- 
ferred and common stockholders. Capi- 
talization of Engineers Public Service 
Company consists of several issues of 
preferred stock, aggregating 430,014 
shares, and 1,909,968 shares of common 
stock (plus 237,120 shares reserved for 
conversion and warrants). No dividends 
were paid on preferred stocks during 
1934-35 but extra disbursements were 
made in 1936-38 to clear up arrears. 
Common stockholders received divi- 
dends in 1929-32, but deficits on common 
stock were registered in 1933-35; in 
1936, 33 cents was earned, and in 1937, 
75 cents. The preferred stocks are cur- 
rently selling on about a 9 per cent yield 


private utility systems must receive to earn 
a fair return on the investment of their se- 
curity holders. 

Mr. Willkie is apparently convinced that 
if a fair price can be obtained for the prop- 
erties in the Tennessee valley area and that 
if the sale of those properties will eliminate 
destructive competition by municipal and 
Federal projects, it would be in the best in- 
terests of Commonwealth & Southern 


stockholders to sell. 
& 


Status of Engineers Public 


Service under Section 11 


TONE & Webster, Inc., late last year 
distributed to stockholders the major 
part of its holdings of Engineers Public 
Service Company, the balance (together 
with remaining shares in Sierra Pacific 
Power Company) being trusteed for the 
purpose of sale over a period of years. 
Thus Stone & Webster ceased to be the 
top holding company for this system. 
Other steps have been taken by the 
system to adjust its position under the 
Utility Act. Eastern Texas Electric 
Company was dissolved in February, 
making Gulf States Utilities Company 
and Western Public Service Company 
direct subsidiaries of Engineers Public 
Service Company. On February 21st 
Engineers Public Service and its two 
subholding companies, El Paso Electric 
Company and Western Public Service 
Company, filed under the Utility Act, 
and on February 25th application was 
sought for approval of a plan to merge 
the Gulf States Utilities Company, the basis and the common is around 6. 
Baton Rouge Electric Company, and If it proves impossible to “trade” 
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properties with other systems on an even 
basis, it might be necessary, in carrying 
out such a program as discussed above, to 
use any cash proceeds of sales to retire 
Engineers’ preferred stocks by purchase 
in the open market, thus sustaining the 
equity of the common stock. 


* 
Corporation Notes 


P ENDING appeal of the adverse decision 
on San Francisco’s power disposal 
contract with Pacific Gas & Electric 
Company for Hetch Hetchy electricity, it 
does not appear that formulation of a 
definite program of action can be ex- 
pected in the immediate future. Under 
the decision as it now stands, the city has 
until early October to continue in its 
present course. San Francisco has been 
delivering Hetch Hetchy power to Pa- 
cific Gas & Electric since 1927 under 
terms of an agreement by which certain 
losses are deducted from power deliver- 
ies to a company substation and by 
which the city receives about 27 per cent 
of revenues. 


Ebasco Services, Inc., has filed with 
the SEC a declaration with respect to the 
servicing of Electric Bond and Share 
subsidiaries on a cost basis as required 
under the Utility Act. The organization 
has been segregated into United States 
and foreign divisions and the former 
will keep its accounts in accordance with 
the newly prescribed accounting system. 
Phoenix Engineering Corporation, a sub- 
sidiary, filed a similar declaration. Ear- 
lier press reports had indicated that Elec- 
tric Bond and Share might attempt to 
maintain Ebasco on a profit-making 
basis, since the service corporation had 
earned about $1,500,000 in profits for the 
parent company in 1937—about one-sev- 
enth of Electric Bond’s net income. 


The trustee of Kentucky Fuel Gas 
Corporation has brought action against 
Columbia Gas & Electric under the Clay- 
ton Anti-Trust Act, asking triple dam- 
ages of $21,980,069, plus costs. It is 
charged that Columbia Gas prevented the 
Kentucky Company from selling excess 
gas in Detroit on a profitable basis, 
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INTERIM EARNINGS STATEMENTS 


No.of End System Earnings per Share (a) 


Months of Last Previous Per Cent Per Cent 

Electric and Gas Included Period Period Period Increase Decrease 

American Gas & Electric Mar. 31(b) $2.37 $2.26 5% 

American Power & Light (Pfd.) .. Feb. 28 6.58 5.77 14 

American Water Works Mar. 83 1.62 

Boston Edison Mar. 8.44 8.69 

Cities Service P. & L. (Pfd.) .... Mar. 11.08 , rea 

Columbia Gas & Electric Mar. 59 64 

Commonwealth Edison Mar. 31 J1 . en 

Commonwealth & Southern (Pfd.). Mar. 31(bc) 9.12 

Consolidated Edison, N. Y. ........ Mar. 3 2.18 

Consolidated Gas of Baltimore .... Mar. 4.46 

Detroit Edison ; 6.57 

Electric Power & Lt. (1st Pfd.) ... 

Inter. Hydro-Electric (Pfd.) 

Long Island Lighting (Pfd.) 

Middle West Corp. 

National Power & Light 

Niagara Hudson Power 

North American Co. 

Pacific Gas & Electric 

Public Service Corp. of N. J. ..... 

Southern California Edison 

Standard Gas & Elec. (Pr. Pfd.) .. 

United Gas Improvement 

United Light & Power (Pfd.) .... 





| BeBow! sate ° 


Gas Companies 


American Light & Traction 
Brooklyn Union Gas 

Lone Star Gas 

Pacific Lighting 

Peoples Gas Light & Coke 
United Gas Corp. (1st Pfd.) 


BSRSVe 


Telephone and Telegraph 


American Tel. & Tel. (d) 
General Telephone 
Western Union Telegraph 


he =< we 
IJZE 


Traction 


Greyhound Corp. ..........seseee: 
Twin City Rapid Transit 


Systems outside United States 


American & Foreign Power (Pfd.) 12 
International Tel. & Tel. (e) . 31 


* Estimated. 

(a) On common stock, unless otherwise indicated following name of company; in some 
cases, Federal surtax not deducted. 

(b) Report also published for month ending same period. 

(c) Report also published for quarter ending same period. 

(d) Parent company only. The consolidated statement for twelve months ended February 
28th showed $9.31, against $10.28 last year. 

(e) Excludes Spanish subsidiaries and Postal Tel. & Tel. Co. 
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An Historical Yardstick for Indus- 
trial and Regulatory Progress 


¥r remained for W. C. Mullendore, ex- 
1 ecutive vice president of the Southern 
California Edison Company, Ltd., to put 
to a “new, novel, and useful” purpose, as 
the patent lawyers say, the hackneyed 
term “yardstick.” Speaking before the 
national convention of the Chamber of 
Commerce of the United States recently 
assembled in the nation’s capital, Mr. 
Mullendore brought into sharp relief 
the astonishing strides made in the elec- 
trical industry which was entirely un- 
known but little more than a half century 


0. 
Using H. G. Wells’ method of show- 
ing the relative proportion of knowledge 
with relation to time, Mr. Mullendore 
pointed out that if all the past four thou- 
sand years of world history (the only 
period of which we have any reasonably 
accurate record) were laid out on a chart 
40 inches long, the Christian Era would 
be about the central point, with the 
ancient civilizations of Egypt and China 
at the starting point. Working to the 
right along this chart from the approxi- 
mate central point of Christ’s birth, we 
would pick up at 5-inch intervals such 
interesting events as the rise of Ma- 
homet, the activities of William the Con- 
queror, and the discovery of America. 
This would leave us but 5 inches more 
out of the entire time scale from the 
dawn of recorded history. In this 5 
inches we must cram all of the important 
discoveries and inventions which have 
raised the living standards of mankind 
from the bucolic simplicity (that had ob- 
tained since the Pharaohs) to our 
modern age of comfort and efficiency. 
But more startling is Mr. Mullendore’s 
subdivision of these last 5 inches in terms 
of the birth and progress of the electric 
power and light industry. For it took 
the first three and a half inches of this 


last space of our time chart for the mind 
of man to make important preliminary 
discovery of physical laws and scientific 
truths. Thus, it was not until 1763 that 
the steam engine was discovered and that 
opened the door wide for a host of me- 
chanical improvements to march into our 
world of knowledge. But important as 
the steam power was in giving impetus 
to the mechanical age, consider the brief 
career of its younger and more important 
rival—electric power. 


HE existence of electricity as a force 

was known for two _ thousand 
years. Aside from interesting prelimi- 
nary experiments, such as those of the 
Italian Volta, the Frenchman du Fay, 
the Englishmen Gray and Watson, and 
our own Ben Franklin, it remained un- 
til 1831 for Faraday to discover the 
basic principle of the modern generator, 
and until 1873 for the Belgian Gramme 
to make the simple reversal of the same 
principle for the development of the 
electric motor. Then followed in rapid 
succession the gain in the field of light- 
ing. Arc lighting was developed in the 
1870’s by Charles F. Brush, and Edison 
gave the world the incandescent bulb in 
1879. 

The real birth of the electric power in- 
dustry came, however, with the estab- 
lishment by Edison of the world’s first 
central station in Pearl street, New 
York, in 1882. That marked the first 
practical application of electric power to 
the service of the public. Readers of the 
ForTNIGHTLY need no further recital of 
the gains made since that humble sta- 
tion with its fifty-nine customers opened 
its books for business a mere iifty-five 
years ago. s 

Stanley’s transformer and Westing- 
house’s alternating current system im- 
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provements in 1886, Tesla’s a. Cc. gen- 
erators and motors in 1888, and the pre- 
liminary developments of hydroelectric 
generation and long-distance high volt- 
age transmission were among the early 
improvements made in America which 
furnished the impetus that carried the 
industry to its present state of twenty- 
five million contented customers and an 
investment of over $13,000,000,000. The 
numerous domestic appliance develop- 
ments are still too recent for even our 
younger generation to forget. 

The important angle brought out by 
Mr. Mullendore’s novel comparison of 
the electrical industry with the march of 
time is that it all happened in the /ast 
half inch on our time chart. Here, then, 
is an historical yardstick by which to 
measure the accomplishments of the elec- 
trical industry in America and to help 
in the broad judgment (if judgment 
must be passed) as to whether the in- 
dustry on the whole has been well 
handled by those in charge of its destiny. 

Strangely enough, the modern genera- 
tion seems quite callous to the obvious 
implication. As Mr. Mullendore well de- 
scribed the situation : 


One of the characteristic ingratitudes of 
humanity seems to be particularly promi- 
nent in our generation. I refer to the tend- 
ency to assume that the material blessings 
with which we are surrounded were the 
gifts of nature conferred upon us without 
the intervention of human effort or striv- 
ing. Such an attitude not only leads us to 
demand enjoyment of these blessings as a 
natural birthright, but also to ignore the 
debt we owe to the long years of creative 
endeavors, of strivings, and sacrifices which 
were required of those who pioneered and 
developed these things which we take for 
granted. In attempting to make an estimate 
of the progress of the electric power in- 
dustry, it is well, therefore, to recall some 
of the steps in its development. 

For untold centuries there has been 
available to mankind the raw material and 
sources of energy which today are utilized 
for the production and distribution of goods 
and services which make up the standard of 
living of modern man. Why were these 
goods and services not developed at an 
early date? What was it that was lacking? 

€ answers may be given in two words: 
knowledge and enterprise. 

Production requires raw material plus 
energy, plus the intelligent application of 
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that energy to raw material. The explosive 
advance of the last fifty  prona in the pro- 
duction and distribution of goods and serv- 
ices has not been due to the recent discovery 
of the raw materials. It has been due to 
the discovery of new means of harnessing 
energy. That form of energy which we 
know as electricity has been the greatest 
single factor in the strides which production 
and distribution have made... . 

Without in any sense disparaging the 
great contribution of steam, it is only fair 
to remark that its range of practical use is 
limited to a very small radius. It has re- 
mained for electricity to offer something so 
flexible that it will operate a dentist’s drill 
or a 10,000 horsepower rolling mill, both of 
which may be 200 miles or more from the 
prime mover. 


When these indispensable facts are 
considered, there is much plausible 
ground for the following conclusion by 
Mr. Mullendore: 


The controversy about this progress, in 
so far as there is a controversy, seems to be 
whether it has been because of or in spite 
of our private enterprise system, and 
whether more might have been accom- 
plished under government ownership. While 
there may be no method of actually proving 
to the satisfaction of the government owner- 
ship enthusiast that government ownership 
would not have accomplished as much in 
the development of the applications of elec- 
tricity and the expansion of its distribution 
and availability, we may call upon human 
experience to prove that always it has been 
under a system of free enterprise that such 
outstanding advances have been made. They 
were the products of men and women toiling 
long hours in laboratories and field, spurred 
on by that determination and ceaseless 
striving which has flourished only when 
men were free and working under an enter- 
prise system. 

To contend that the immeasurable addi- 
tions which electric service and its means 
of utilization have made to the material ad- 
vancement and the standard of living of the 
whole population of the United States 
would have been possible under the manage- 
ment of agencies and agents selected largely 
through political processes and enmeshed in 
the inevitable red tape of governmental ac- 
tivities, is to assert facts contrary to cen- 
turies of human experience and to repudiate 
the system which has been pointed to 
throughout the civilized world as our 
country’s greatest contribution to the ad- 
vancement of the problems of social living. 

We may then inquire whether we sho 
in the interests of human abandon 
or regulate out of existence this system 
within which these achievements were made. 
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Surely the end is not yet. Surely we have 
not achieved a finished world. Improve- 
ments of the system are possible just as im- 
provements of our scientific methods of 
production are possible. There are yet 
great problems before us, the solution of 
which will contribute greatly to the forward 
march of this and other industries. The 
momentous question which must be faced 
even now by this generation of Americans 
is whether we shall retain and continue 
our advance under the basic principles of 
the system of free American enterprise— 
a system which has neither broken down 
nor failed but which has gloriously achieved 
for the benefit of all mankind! 


NOTHER speaker on the U. S. Cham- 
ber of Commerce program made 

a somewhat allied analysis of the histori- 
cal progress of regulation and the re- 
sulting picture was not quite so inspiring. 
The speaker was C. O. Ruggles, profes- 
sor of public utility management at 
Harvard University., Professor Ruggles 
found that while engineering and eco- 
nomic development carried the power 
industry forward with a momentum 
comparable to a 16-cylinder motor car, 
“regulation was sputtering along far in 
the rear on a one-cylinder motorcycle.” 

One reason for this lag, he found, was 
the historical background of our 
country. Our ancestors abhorred the 
minute control over all aspects of the 
lives of men practiced in older European 
countries, and resolved to set up a po- 
litical system which would provide a 
maximum of religious, political, and eco- 
nomic freedom. Such was the national 
psychology which welcomed the Jeffer- 
sonian ideal of the “least government” 
being the “best government,” and need- 
less to say it was not fertile ground for 
the seeds of political regulation. 

When our railroads were built, our 
forefathers insisted on competition— 
often the most wasteful kind of competi- 
tion. It was not until 1920 that Congress 
amended the Interstate Commerce Act 
so as to allow the ICC to block the uneco- 
nomic extension of railroad construc- 
tion. By that time the damage of dupli- 
cation was already done; since then we 
have been abandoning railroad tracks at 
the rate of nearly 1,000 miles a year. 

We had more opportunity to profit by 


this mistake (i. ¢., the mistake of failing 
to provide for preventative tion 
in railroad development) when the rela- 
tively younger gas, telephone, and electric 
industries came along. But, according 
to Professor Ruggles, regulation at this 
point got off on the wrong track entirely. 
First, undue emphasis was placed 
(largely because of court construction) 
on the making of profits through finan- 
cial promotion; second, the utilities 
themselves went to the other extreme and 
assumed that they had a monopoly on 
their markets. This led, until recent 
years at least, to too much reliance 
upon and quarreling about legal rights 
and not enough attention to the possi- 
bility of increased business through 
lower rates. 

In other words, according to Profes- 
sor Ruggles, as long as the utilities felt 
that their revenues would be made to 
respond to legal rules, it is little wonder 
that they spent an undue amount of time 
trying to prove a legal right to a very 
high rate base. There was also delay in 
recognizing the possibilities of merchan- 
dising more service through promotional 
rate forms. Professor Ruggles said: 


There is a popular belief at present that 
there should be simplicity and uniformity 
in rates for electricity. While it is true 
that some rate schedules are unnecessarily 
complex and that greater uniformity of 
rates should be realized, there is grave 
danger in yer ari to make electric rates 
simple and uniform for markets that are 
not homogeneous. It is the duty of a power 
company, whether privately or —_— 
operated, to secure a complete development 
of its market, thus obtaining the lowest 
possible unit costs of power. Since the va- 
rious segments of the market for power are 
often quite heterogeneous in character, rates 
should be made which will recognize these 
important economic differences. The do- 
mestic consumers will be harmed if there 
is not enough differentiation in rates for 
electricity to a about the fullest possi- 
ble development of all segments of the mar- 
ket. Early gas rates were certainly simple 
and uniform, but so long as gas sold at so 
much per 1,000 cubic feet regardless of the 
amount used or the conditions under whic 
it was used, the price of gas to domestic 
consumers was so high that only families 
with substantial incomes could afford to 
use it. 

Most power companies have many large 
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USEFUL INSECTS OR DISEASE GERMS 


customers that can select an alternative serv- 
ice of some sort if they are dissatisfied with 
the ft pe company’s rates or service. In- 
deed, if necessary, many of them can install 
their own power plants. Such customers 
should be served under whatever form of 
rate may be necessary to secure the busi- 
ness, provided such rates will yield the 
power company something above the in- 
crement costs-involved. If power is not 
thus sold to these large customers, the best 
interests of domestic consumers themselves 
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will be disregarded. One final observation 
may be made on utility rates, although there 
is not - to discuss Fag ———, ? We 
are really expecting the impossi 1m we 
ask that utility rates remain stable or fixed 
while all other prices eo marked 
changes. No power utility, whether private 
or public, can perform the economic miracle 
of operating on fixed or rigid rates and yet 
serve a world with highly dynamic prices, 
including prices for everything essential in 
rendering public utility service. 
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G ONCEDING the necessity, in some in- 
stances at least, for the Federal 
government to protect our natural re- 
sources through the public development 
of navigation and irrigation improve- 
ments, flood control, and national defense 
projects, Professor Ruggles felt that the 
Federal government is getting its “inci- 
dental” power projects off on the wrong 
foot by failing to provide for fair and 
adequate regulation of them. He said 
on this point: 


There has been much controversy in re- 
cent years about what constitutes a fair 
allocation of cost to the power facilities in 
these government projects, but even after 
a fair allocation has been made, the elec- 
tricity generated will be, to a certain extent, 
by-product power. When the government 
is justified in entering a geographical region 
to develop one of these huge multipurpose 
projects, it ought to make it clear to the 
public that there is no power company, 
either public or private, however efficient 
it may be, that can possibly compete with 
the by-product power which the govern- 
ment will have at its disposal. Moreover, a 
market for power should not be divided 
between two power companies when it can 
be more economically served by one. It can- 
not be too strongly emphasized that it does 
not alter this fundamental economic law if 
one of the power projects happens to be 
publicly owned and operated. What the 
government should do in such a case is to 
proceed on its own account and through 
state, municipal, or other political divisions, 
for the purchase on some equitable basis of 
the private facilities within the marketing 
area which would normally be served by the 
government project and thus eliminate all 
competition within that area. Such a plan 
could be limited to generating stations or 
be extended to include transmission systems 
as well. Obviously, this involves many mat- 
ters of adjustments which are beyond the 
limits of this paper to consider; but the 
general principle is clear that it is economic 
waste to divide a market for electric power 
when it can be more economically served 
by a single agency. /ind while economic 
planning has its limitations when applied to 
many highly competitive industriés, it has 
distinct merit in the development of such 
regional power projects as the government 
has been undertaking. In the inauguration 
of such projects, careful inventories of 
power facilities within the region would 
make possible a maximum of economies in 


the codrdination of all facilities, both steam | 


and hydro, which might be necessary to 
provide dependable service at the lowest 
possible cost to the entire area. Such a plan 
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would also be equitable to investors in the 

utilities. 

Turning from Federal regulation (or 
lack of it) over its own projects to Fed- 
eral regulation over interstate utilities, 
Professor Ruggles found danger of too 
much centralization of regulation in 
Washington. He said: 


Although Federal regulation of holding 
companies should have come much earlier 
than it did, the government should watch 
its step in attempting such control because 
it can easily make the same mistake in the 
field of regulation that the holding com 
made in the field of management. It is 
now clear that there was undue centraliza- 
tion of public utility management in some 
of the holding company systems whose em- 
phasis was upon cing operations. But 
in a country as large as the United States, 
it ought to be evident that neither highly 
centralized public utility management nor 
highly centralized public utility regulation 
is likely to produce the most satisfactory 
results. Some one has said, and apparently 
without exaggeration, that if “Texas were 
a lake and France an island, France could be 
dropped into Texas and yet there would be 
room enough to sail out of sight of land on 
every side.” The writer pointed out twenty 
years ago and again ten years ago that this 
country should attempt to develop its Fed- 
eral regulation of public service industries 
on a regional rather than on a centralized 
pattern. It is highly important whether in 
public utility management or in public 
utility regulation to have the light of local 
intelligence focussed upon the issues in- 
volv This means that we should have 
much decentralization in public utility man- 
agement and that we should also avoid 
the development of a highly centralized 
regulation of the power business. 

We should have able Federal regional 
commissions with power over such activi- 
ties of both private and public power utili- 
ties as are clearly beyond the jurisdiction 
of the states. The Federal regional commis- 
sions would be able to make final disposition 
of most of the regulatory problems arising 
within the regions under their jurisdiction. 
Under such an arrangement, a Federal com- 
mission in Washington with appellate juris- 
diction would not have an overcrowded 
docket of cases that could be more effec- 
tively disposed of by a regional commission 
working at close range. 


HILE Professor 


Ruggles con- 

demned_ overcentralization of 
Federal regulation, he believed that it 
should be unified. He failed to see the 
justification for the division between 
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Federal commissions of the government 
regulating control over the power com- 
panies. Most important of all, he stoutly 
contended that “all regulation whether 
Federal or state, should be applied to all 
power utilities regardless of the mode of 
ownership and operation.” 

The speaker warned that the so-called 
profit motive is both wider and deeper 
than man’s desire for pecuniary gain. 
He observed that the manager of a public 
power utility, who had political ambi- 
tions, “might be just as willing to tolerate 
or even to initiate an unsound deprecia- 
tion policy that would make the public 
plant appear to be prosperous during his 
administration as would the head of a 
public utility holding company to carry 
out profitable short-run financial trans- 
actions that would be against the long- 
run interest of utility consumers.” 

Of course, this strengthening and uni- 
fying of state and Federal regulation 
advocated by Professor Ruggles is bound 
to draw cries from the operators of both 
public and private utility projects that 


regulation is invading and destroying the 
field of managerial discretion. The 
speaker made a good general distinction. 
He said that the managers of both public 
and private power utilities should be per- 
mitted to exercise initiative in the actual 
operation of utilities, “but some depend- 
able studies of regulation must be pro- 
vided by which we can appraise the re- 
sult of management.” 

Thus it would appear that what we 
need now from the Federal government, 
perhaps more than a “yardstick” model 
for utility operation, is a “yardstick” 
made for utility regulation. 


—F. X. W. 


PRoGRESS THROUGH PrivATE ENTERPRISE IN 
THE Exvectric Power Inpustry. Address of 
W. C. Mullendore before Chamber of Com- 
merce of the United States, 26th Annual 
Meeting. Washington, D. C. May 4, 1938. 


THE NEED For ErrectivE REGULATION OF PRI- 
VATE AND GOVERNMENT Power UTILITIES. 
Address of C. O. Ruggles before Chamber 
of Commerce of the United States, 26th 
eo Meeting. Washington, D. C. May 
4, 1938. 





Radio Faces a 


C= has given considerable at- 
tention to the radio broadcasting in- 
dustry during the last few weeks. Con- 
gressional interest in this respect may be 
loosely divided into two classifications. 
First there are a series of resolutions to 
investigate the alleged abuses, irregu- 
larities, and other shortcomings in the 
broadcasting industry. Secondly, there 
are several bills to authorize the Federal 
government to establish a broadcasting 
station of its own at Washington, D. C., 
or at points south and west. 

In the first group, the radio investiga- 
tion resolution sponsored by Senator 
White of Maine, which calls for a $25,- 
000 appropriation, has at this writing 
come nearest to adoption. Such a probe, 
it is believed, would indirectly call up 
for congressional scrutiny the Federal 
Communications Commission and its 
record to date in handling radio broad- 
casting licenses. There is also con- 
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Political Crisis 


siderable sentiment in the lower house 
for a similar probe as evidenced by the 
remarks of Representative McFarlane 
(D. of Texas). 

Mr. McFarlane went before the House 
Rules Committee on May 12th to de- 
nounce monopolistic tendencies which he 
believes exist within the American 
broadcasting industry. This testimony 
(published in the Congressional Record 
of the same day) contained a sensational 
offer to present affidavits which 
“the existence of a criminal conspiracy 
which not only debauched a large cor- 
poration, persons holding high public 
offices, but also certain court officials.” 

Briefly, Mr. McFarlane charged that 
sums of pos, Bags actually been paid 
to certain members of Congress to inter- 
fere with activities of the ent 
of Justice in the prosecution of radio 
monopolistic practices. Here is a pas- 
sage from Mr. McFarlane’s charge: 
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That a monopoly exists there can be no 
doubt. You, Mr. Chairman, on the floor of 
Congress, admitted that you knew such 
monopoly existed. All 40 clear’ channels, 
almost all regional high-power stations, 
almost all radio stations that extend beyond 
the jurisdiction of one community are 
owned, controlled, or operated in the in- 
terest of, or by, the radio monopoly. 

An illustration of the legal highjacking 
indulged in by this particular corporation 
is evidenced by the manner in which they 
blackjacked the American Telephone and 
Telegraph Company, another monopoly, into 
permitting them to share the profits of the 
sound motion-picture field. 

I have here a photostatic copy of the bill 
of complaint wherein the attorney for 
R.C.A, printed a bill of complaint alleging 
monopoly and illegal restraint of trade on 
the part of the A. T. & T., and instead of 
filing it in the courts as was presumably in- 
tended, sent it to the attorneys for the A. T. 

. Co., which resulted in the attorneys 
for both monopolies agreeing to share the 
field. The allegations of monopoly and re- 
straint of trade contained in this photo- 
static copy of the bill of complaint pre- 
pared for use of R.C.A. is just as true today 
in the case of telephone, as it was and is 
today in the case of R.C.A. 


Mr. McFarlane also claimed to have 
an authoritative financial analysis of the 
Radio Corporation of America as of 


May, 1936. He said: 


This auditor’s report indicates that R.C.A. 
officials have defrauded common stock- 
holders to an extent of millions of dollars; 
have issued false financial reports to stock- 
holders and to the public; have paid pre- 
ferred stockholders dividends of $28,000,000 
on earnings of only $11,700,000; that 6,580,- 
375 shares of stock with a value at date of 
issue of $290,000,000 were issued to General 
Electric and Westinghouse for assets stated 
to have been worth $39,900,000. This $39,- 
900,000 was subsequently written down to 
some $24,000,000; that preferred stock with 
redemption value of $80,000,000 and an an- 
nual dividend rate of more than $4,000,000 
was issued by R.C.A. in consideration of 
some $17,000,000. That dividends have been 
paid on preferred stock when the corpora- 
tion’s earnings had been dissipated and 
prior surplus had been wiped out»and capi- 
tal impaired to the extent of some $16,000,- 


In short, Mr, McFarlane felt that the 
situation called for an investigation by 
Congress. 


Ce. validity of such charges and of 
other criticism of the radio broad- 
JUNE 9, 1938 


casting industry in America must await 
official investigation, and whether the 
Senate or the House decides to approve 
an investigation before the current ses- 
sion adjourns, the Federal Communica- 
tions Commission has already moved for 
two investigations of its own which will 
cover approximately the same ground, 

First, there is the FCC investigation 
of “super-power” broadcasting stations 
which was to begin on June 9th before 
Commissioners Norman S. Case, Geo: 
Henry Payne, and T. A. M. Craven, 
The commission also has under way an 
investigation of alleged radio monopoly 
and is already engaged in gathering facts, 
some of which may be sprung in a con- 
gressional investigation if one is author- 
ized by the current Congress. Commis- 
sioners Eugene O. Sykes, Thad H, 
Brown, and Paul A. Walker are conduct- 
ing the radio monopoly probe. 

The movement in Congress for a gov- 
ernment-owned and operated radio 
broadcasting station is centered chiefly 
in the bill by Representative Emanuel 
Celler (D. of New York), who would 
have the Navy Department build a $700,- 
000 station at Washington, D. C., with 
the principal purpose of edifying our 
Latin American neighbors and cement- 
ing our Pan American relations. 

This proposal suffers some danger of 
being suffocated by its own supporters. 
For example, Senators McAdoo and 
Chavez (D. of California and New Mex- 
ico, respectively) thought so well of it 
that they introduced a bill which would 
shift the new station to their own neigh- 
borhood—San Diego, Cal. This nat- 
urally aroused the mettle of Represent- 
ative Lex Green of Florida, who would 
never sit idly by and see California get 
away with anything not shared by his 
own-beloved peninsula state. 

Ordinarily, such a modest proposal as 
a government-owned broadcasting sta- 
tion (in Washington, D. C., or anywhere 
else) to ease our diplomatic efforts in 
South America would scarcely raise a 
ripple of protest. The Navy Department 
has been operating its own short-wave 
station at Arlington, Va. (across the Po- 
tomac from the Capitol City), for many 
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years without anyone’s complaining, al- 
though the Navy’s operation is more or 
less a matter of departmental routine. 

The radio broadcasters, however, fear 
another New Deal “yardstick” especial- 
ly if domestic programs are to be sent 
out, as well as short-wave features de- 
signed to combat in South America fas- 
cistic propaganda now being sponsored 
by certain European dictatorships. Pri- 
vate broadcasting chains in the United 
States are already busy developing South 
American short-wave releases so as to 
be in a position to claim that government 
facilities are not necessary as a medium 
even if Democrat propaganda is neces- 
sary. Recent by-product publications of 
the Columbia Broadcasting System, such 
as the record of its minute-by-minute 
transcript of the recent Austrian coup 
by the German Reich (entitled “Vienna, 
March, 1938”), suggest by their some- 
what anti-fascist flavor that private 
broadcasters may be willing to fight to 
the last kilocycle for the preservation of 
democracy, if only the Federal govern- 
ment will keep out of the field. 


fe from any such industrial mo- 


tive, a recent address of David 
Sarnoff on the relationship of American 
radio broadcasting to democracy is quite 
worthy of note on its own merits. Mr. 
Sarnoff spoke before a luncheon given 
by the promoters of “Town Hall of the 
Air” at the recent conclusion of their 
1937-38 season of weekly open forum 
debates on controversial questions of na- 
tional interest. Mr. Sarnoff, now presi- 
dent of the R.C.A., began his association 
with radio by donning a radio telegra- 
pher’s head-set at an age “when the aver- 
age boy is still wearing a football head- 
guard or a catcher’s mask.” Growing as 
he did with America’s still youngest ma- 
jor industry, Mr. Sarnoff naturally de- 
veloped deep convictions about the pur- 
pose and place of radio in our nation’s 
political and social life. He has come to 
regard broadcasting as “one of the free 
institutions of our democracy.” Speaking 
of the American chain system, he stated : 


Without this linking of broadcasting fa- 
cilities there would be no national service 
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of brondeanting. Without networks the 
vast majority of the American people would 
never have the opportun‘ty to hear the 
voice of their President, or the music of 
Toscanini, or the debates of the Town 
Meeting of the Air. Tapping the talent 
sources of the world, American network 
broadcasters have made a radio receivi 

set infinitely more valuable in the Unit 

States than it is anywhere else in the world. 

When we talk about the American System 
of Broadcasting, we are talking about some- 
thing barely eleven years old. The first 
nation-wide broadcasting network was 
created by the National Broadcasting 
Company in November, 1926. And because 
it is young, the American system is still de- 
veloping, subject to constant experiment 
and change. 

In its present state, there is only one 
certainty about the technical development 
of radio, and that is the certainty of change. 
Its greatest achievements still lie in the 
future. The public services of radio sight 
will soon be added to those of sound. Radio 
facsimile, which makes it possible to de- 
liver a radio newspaper into the home, may 
supplement the regular services of the press. 
Television will bring us the faces ges- 
tures of speakers and artists, as well as 
their voices, and will enable us actually to 
see news in the making. As new inventions 
create new channels in the ether, not only 
in short waves but in waves measured in 
centimeters and millimeters, the day will 
come when there will be more wave-lengths 
than broadcasting stations to use them. 

Whatever controls over broadcasting are 
necessary at the present time, it is important 
that they should be kept as flexible, as free 
from rigidity, as the art itself. Otherwise 
there is danger of tying up the future use- 
fulness of radio in a strait-jacket. We 
should not try to regulate something as yet 
unborn; and we should not freeze an ex- 
panding art in any rigid code. 


One thing that bothers Mr. Sarnoff is 
the practice of the FCC in limiting broad- 
casting licenses to a period of six months 
after which they must be systematically 
renewed (subject to FCC approval), 
whereas the Communications Act em- 
powers the FCC to issue such licenses for 
periods as much as three years in dura- 
tion. This short six months’ term ap- 
proval keeps the broadcasting industry 
in a state of uncertainty and leaves the 
way open for indirect political pressure 
upon the broadcasters by the administra- 
tion in power. Mr. Sarnoff said on this 
point : 

While direct government censorship over 
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radio programs is thus forbidden by law, 
the terms of the government licenses leave 
the door open for an indirect—and more 
insidious—censorship. Any attempt to im- 
pose the ordinary “blue-pencil” censorship 
is little to be feared, because, being a con- 
spicuous violation of the right of free 
speech, it would arouse a storm of public 
protest. But what is not conspicuous—and 
is therefore dangerous—is the effect on the 
mind of the broadcaster, resulting from at- 
titudes that may be taken by the government 
toward stations, on matters outside the 
regulation of facilities. 

Fear of disapproval can blue-pencil a 
dozen programs for every one that an 
official censor might object to. While prac- 
tically nobody advocates a pre-program 
blue-pencil in the hands of government, few 
realize that post-program discipline by the 
government can be a form of censorship 
that is all the more severe because it is 
undefined. 


re to certain general criticism 
of the profits received from broad- 
casting, Mr. Sarnoff reminded his listen- 
ers that broadcasting is a one-way me- 
dium of intelligence, free to listeners— 
not a common carrier subject to public 
regulation of its financial structure in 
the public interest. Broadcasting earn- 
ings, he said, can no more be judged on 
the basis of investment than can be the 
earnings of lawyers, doctors, publishers, 
or others who render personal service as 
distinguished from public utility service. 

Comparing the European with the 
American systems of broadcasting, Mr. 
Sarnoff pointed out that government- 
owned and tax-supported broadcasting in 
autocratic countries of the old world 
serves the “interest, convenience, and 
necessity not of the public but of totali- 
tarian government.” It is necessarily 
one-sided, and its news service is but the 
reflection of official propaganda and cen- 
sorship. Moreover, citizens in such coun- 
tries are forbidden, under penalty of im- 
prisonment, to listen to anything different 
over their radio sets. 

America, by contrast, has high caliber 
entertainment dispensed by the most ef- 
ficient broadcasting facilities in the world 
at no cost whatever to listeners, since 
commercial advertisers foot the bill. Po- 
litically and otherwise, American broad- 
casting is literally as free as the air and 


as free as the American press, which js 
admittedly the freest in the world. 


ESTIFYING before the House Naval 

Affairs Committee on the Celler bil] 
(H.R. 4281) to have the Federal govern. 
ment establish a broadcasting station to 
compete with European propaganda in 
Latin America, Mr, Mark Ethridge, 
president of the N.A.B., raised two chal- 
lenging questions as to the wisdom of 
projecting the U. S. government into 
the business of international broadcast- 
ing: 

First, as an antidote to what may seem 
to us subversive propaganda directed to 
South American countries, would it be 
practical and effective to undertake to 
counter such propaganda under government 
auspices? In the field of international re- 
lations, there is a certain stigma attached 
to official efforts to persuade the peoples 
of other nations that a particular country 
has a monopoly of virtue. The suspicion of 
an undisclosed motive inevitably attends 
government pronouncements addressed to 
other governments. This country has dur- 
ing recent years accomplished much in de- 
veloping cordial Pan American relation- 
ships. The “Good Neighbor” philosophy 
has been made very real through an aban- 
donment of the old policy which critics de- 
scribed as “dollar diplomacy.” While it 
may not appear that the establishment of 
a governmental international station would 
per se be in conflict with the South Ameri- 
can policy which this nation has developed, 
a more careful analysis discloses that cer- 
tain aspects of this proposed project are 
inconsistent with the traditional democratic 
approach in fostering good will among our 
neighbors to the South... 

The second general consideration is sub- 
stantially related to the broad question of 
international policy just outlined. Will the 
facts disclose that the efforts of foreign 
propagandists are meeting with any degree 
of success in the various South American 
nations? The answer to such a question 
would require; first, a comparative analysis 
of trade statistics, correlating the gains or 
losses made by the United States with those 
of other countries; and second, an authori- 
tative description of the political trends in 
specific Latin American nations. Data upon 
both of these subjects would be essential 
in arriving at any sound conclusion upon this 
proposal. I therefore suggest—and [I trust 
that I will not be considered presumptuous 
in making this suggestion—that your com- 
mittee in its pret rhe consider the ad- 
vantages in requesting the appropriate gov- 
ernment departments to make available 
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WHAT OTHERS THINK 


expert opinion and authoritative facts cov- 
ering these points. 

With respect to the commercial relation- 
ships between the United States and Latin 
American nations, it is a matter of general 
knowledge that the reciprocal trade policies 
of our government, together with other 
factors, have caused notable improvements. 
A recent summary published by the Depart- 
ment of Commerce of the United States’ 
trade with the world, covering the calendar 
year 1937, shows increases in value of ex- 
ports over the previous year to Latin Ameri- 
can nations ranging from 40 to 90 per 
cent... 

In the political’ sphere, it is equally ap- 
parent that Nazi and fascist propaganda 
in South America, which has concerned us 
all, has loudly backfired. Recent develop- 
ments in Argentina, Brazil, and Chile 
demonstrate the futility of the efforts of 
foreign governments to extend their in- 
fluence into these republics . . . As a mat- 
ter of international policy, it would seem to 
be grave error for this nation to create 
opportunity for the resentment that would 
seem certain to follow any effort of the 
United States officially to encounter po- 
litical propaganda preached by the spokes- 
men of other nations whose system of gov- 
ernment is repugnant to us. 


ger more ingenious was Mr. Eth- 


ridge’s implied suggestion that if 
this government has to indulge in propa- 


ganda for reasons of international diplo- 


matic policy, it could do so much more 
effectively by means of the present pri- 
vately owned broadcasting set-up. He 
said on this point: 


To illustrate: The views of Congress- 
man Celler, the sponsor of this bill, and 
those of Mayor LaGuardia, on the political 
philosophy and administrative practices of 
Hitler, are well known. Assume that either 
or both desired to use the government sta- 
tion to discuss conditions in Germany. They 
can and have done so over privately op- 
erated facilities and when Germany pro- 
tests, as it has done, our State Department 
responds that the speakers, although occu- 
pying official positions, were expressing 
their own private opinions over privately 
operated stations; that neither the State 
Department nor any other governmental 
agency could have prevented their doing so 
because the Communications Act, codi- 
fying a principle of freedom of expression 
which has existed in this country for a cen- 
tury and a half, expressly forbids censor- 
ship. But if the United States government 
operates a station, either the speaker is 
denied time or an international incident is 
created. Similar illustrations could be mul- 


tiplied indefinitely, and it may be enlighten- 

ing to consider for a moment the difficul- 

ties experienced by our Canadian neighbors 

where the broadcasting structure is a mix- 

ture of government and private operation. 

Mr. Ethridge went on to describe 
warnings recently given to the govern- 
mentally controlled Canadian Broadcast- 
ing Commission that it must curtail 
broadcasts of a critical nature on British 
or foreign affairs. The warnings came 
from the Dominion Prime Minister Mac- 
kenzie King. But probably of even more 
concern to Canadian radio listeners just 
now is the drastic regulation recently 
proposed to insure the purchase of radio 
licenses by which the Dominion govern- 
ment collects its annual tax on radio 
listeners for the support of the govern- 
mentally controlled broadcasting com- 
mission. 

According to a spirited editorial which 
appeared in the Toronto Globe and Mail 
of May 11, 1938, the citizenry of Canada 
is violently disturbed over the severe 
house inspections and even jail sentences 
which the new government bill would 
provide for those radio fans who over- 
look the payment of the annual tax to 
the government. This tax, incidentally, is 
payable whether the owner of a radio 
receiving set operates it or not. Coming 
as it does at a time when the programs 
of the Canadian Broadcasting Corpora- 
tion are none too popular with the Do- 
minion public (see comments on page 
736), such a radio tax bill may go a 
long way towards inducing our Canadian 
neighbors to do away with their govern- 
ment broadcasting monopoly. 


—F. X. W. 


STATEMENT by Representative W. D. Mc- 
Farlane before House Rules Committee. 
Congressional Record. May 12, 1938. 

Tue AMERICAN SYSTEM OF BROADCASTING 
AND Its FUNCTION IN THE PRESERVATION OF 
Democracy. Address by David Sarnoff at 
Town Hall luncheon, Hotel Astor, New 
York, N. Y. April 28, 1938. 

STATEMENT of Mark Ethridge before the 
Naval Affairs Committee, House of Rep- 
resentatives, on H. R. 4281. May 16, 1938. 
National Association of nas ones a 
tional Press Building, Washington, D. C. 

Rapro OwNerRSHIP AN OrFrense? Editorial. 
Toronto Globe and Mail. May 11, 1938. 
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TVA Offer Accepted 


HE Tennessee Valley Authority on May 

19th received the “go ahead” signal in its 
first major negotiation to buy private utility 
companies in the Tennessee valley area when 
officials of the National Power & Light Com- 
pany, a subsidiary of the Electric Bond and 
Share Company, voted to accept a joint offer 
made last month by the city of Knoxville and 
the TVA to purchase the electric property of 
the Tennessee Public Service Company, a sub- 
sidiary of National Power & Light, operating 
in Knoxville. 

The price, however, was advanced by $400,- 
000 as a result of a meeting in Washington on 
May 18th of the principals in the deal, P. B. 
Sawyer, president of National Power & Light; 
David E. Lilienthal, TVA director, and W. 
M. Mynatt, mayor of Knoxville. The final 
price agreed upon in Washington was $7,900,- 
000, while the previous offer called for but 

The price agreed upon represented the pres- 
ent rate base for the utility’s electric properties 
plus net additions, plus 5 per cent. The. offer 
of $7,500,000 represented only the rate base. 

ollowing a 3-hour meeting of directors of 
National Power & Light on May 19th, which 
was the sequel to an adjourned 2-hour meet- 
ing on May 16th, the company issued the fol- 
lowing statement : 

“At a meeting of the directors of the Na- 
tional Power & Light Company held this after- 
noon, the board voted to recommend to stock- 
holders the acceptance of the joint proposal 
made by the city of Knoxville and the Ten- 
nessee Valley Authority for the purchase of 
the physical electric property of the Tennessee 
Public Service Company at a price of $7,900,- 
000, subject to minor adjustments. The 
Waterville-Kingsport transmission line and 
the street railway system are not included in 
this purchase. 

“The sale is to be worked out ufider terms 
and with machinery similar to that contem- 
plated by the agreement made in 1934 but not 
carried out. Immediately omg the ad- 
journment of the meeting, Mr. P. B. Sawyer 
notified Mayor W. M. Mynatt of Knoxville 
and Mr. David E. Lilienthal, director of the 
TVA, of this action.” 

The Waterville-Kingsport transmission line 
of the Tennessee Public Service Company, 
National Power officials announced, would be 


JUNE 9, 1938 


The March of 
Events 


sold to the American Gas and Electric Com- 
any for about $1,300,000. This transmission 
ine connects the Carolina Power and Light 
Company, another National Power subsidiary, 
with Tennessee Public Service and hooks into 
the Appalachian Power and Light Company, 
an American Gas and Electric subsidiary. 

While no definite offer had been made for 
the street railway system of the Tennessee 
Public Service Company, it was understood 
that Mayor Mynatt had submitted to National 
Power officials the names and bids of private 
interests in Knoxville that were interested in 
operating the traction properties. 

Mayor Mynatt subsequently disclosed that 
the city of Knoxville would put up more than 
two-thirds of the $7,900,000 offered jointly by 
the municipality and the TVA. He said Knox- 
ville would pay $5,375,000 for distribution lines 
and equipment within Knox county, while the 
TVA would give $2,525,000 for those outside 
the county. 


FPC Reports on Public Power 


ETARDED expansion among private electric 
utility companies last year, contrasted 
with an upward spurt for publicly owned elec- 
tric generation, was shown on May 22nd in an 
annual statistical report issued by the Federal 
Power Commission. Production by publicly 
owned plants increased 20.59 per cent from the 
preceding year, the commission found, while 
that by private utilities gained only 7.83 per 
cent. 

The report said also that the “installed 
capacity” of publicly owned generating plants 
in 1937 increased 11.21 per cent over 1936, 
compared with a gain of only 0.59 per cent 
for the privately owned plants. 

It said that the publicly owned plants pro- 
duced 24.44 per cent more electricity by hydro- 
electric generation than in the prece year 
and 15.82 per cent more by fuel generation, 
compared with a gain of 11.43 per cent in hydro 
production and a 6.2 per cent rise in fuel 
generation for the private plants. : 

While the private plants increased their in- 
stalled hydro capacity last year by 0.24 & 
cent and their fuel generating capacity by 0.72 

r cent, the public plants increased their 

ydro-installed capacity by 7.43 per cent and 
their fuel generating capacity by 14.54 per cent. 

However, both the installed capacity and 
actual production of the privately owned 
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plants remained far above those of the plants 
owned by the public, according to the com- 
mission. Total installed capacity of the private 
plants was 33,373,454 kilowatts, compared with 
3,658,638 for the publicly owned plants, and 
last year’s production of the private plants was 
112,616,038,000 kilowatt hours, against 8,433,- 
592,000 for the public establishments. 

The report said the total output of electricity 
of the nation in 1937, amounting to 121,049,- 
630,000 kilowatt hours, exceeded that for 1936 
by 8.63 per cent. 


Morgan Makes Charges 


rk. Arthur E. Morgan, former chairman 
D>: the Tennessee Valley Authority, testi- 
fied for five hours on May 25th before the con- 
gressional committee investigating the TVA 
in support of his charges of dishonesty and 
lack of integrity on the part of the remaining 
TVA directors, Chairman Harcourt A. Mor- 
gan and David E. Lilienthal, and in denial of 
their countercharges of sabotage and obstruc- 
tion against him. 

Dr. Morgan was removed as chairman and 
member of the Authority two months ago on 
the charge of “contumacy” for refusing to 
lay before President Roosevelt the facts which 
he gave to the committee on May 25th. 

The witness reiterated his charge of dis- 
honesty against the other directors, which he 
had made publicly prior to the White House 
hearings, but explained that he was referring 
to the lack of an “honest administration” of 
public trust, and did not mean that either of 
the other directors had “taken bribes or 
stolen money” or profited financially through 
their official acts. 

Dr. Morgan made six specific charges, as 
follows: (1) Inaccurate and misrepresenta- 
tive reports to the President, the Congress, 
and the public; (2) mismanagement of the 
power program; (3) lack of candor in state- 
ments to the Congress and the public concern- 
ing the power program; (4) improper and 
misleading accounting, reporting and publicity 
in reference to the “yardstick”; (5) collusion, 
conspiracy, and mismanagement in administra- 
tion; (6) subservience to political and other 
special interests. 

David E. Lilienthal, who presented his testi- 
mony before the joint congressional committee 
on May 26th, charged that Dr. Morgan sought 
to achieve defeat of the TVA in a crucial 
court test of its constitutionality. Lilienthal 
made his assertion after Chairman Harcourt 
A. Morgan charged that the ex-chairman had 
proposed that TVA coin its own money and 
engage in other “visionary” activities outside 
the scope of the TVA statute. 

Lilienthal vigorously countered Dr. Mor- 
gan’s assertions and vaguely hinted that he 
might take legal action against the former 
TVA chairman as a result of the charges. 

The committee was expected to investi- 
gate the charges and countercharges in detail. 
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FPC Considers Bonneville Rates 


TS Federal Power Commission was re- 
ported recently to be considering nine 
schedules of rates covering proposed sale of 
electric power from the Bonneville project. 
Of the schedules, six submitted to the com- 
mission by Administrator J. D. Ross pro 

a rate for at-site prime power of $14.50 per 
kilowatt year, for secondary power, $9.50 per 
kilowatt year, and for surplus power 2.4 cents 
per kilowatt day. 

The remaining three schedules, covering 
prime and secondary power for resale, pro- 
posed a rate of $17.50 per kilowatt year for 
prime power, $11.50 for secondary power, and 
2.88 cents per kilowatt day for surplus power. 

Prime power for resale would be available 
to states, public power districts, counties, 
municipalities, and privately owned utilities. 
Secondary power for resale would be available 
to any purchasers of prime power for resale 
who may already have contracts with the 
government for firm, interchange, or standby 
power. 

Copies of the rate schedules which the com- 
mission was considering were forwarded to 
the governors of Oregon and Washington and 
to the public service authorities of both states, 
as well as to their representatives in Congress, 
with the request that they furnish the com- 
mission with any comments or suggestions they 
care to make. 

The administrator of the $44,000,000 
Bonneville dam, on May 21st proposed es- 
tablishment of two “industrial backbones” 
down the East and West coasts of the United 
States by linking existing major public power 
units. Ross said his plan would call for inter- 
connecting transmission lines between public 
power plants from the Canadian Sender to 
Florida and the Mexican border. 


Joins Federal Power Fight 


HE Province of Quebec last month joined 
Ontario in a refusal to consider any 
further centralization of power in the Federal 


government. Emery Beaulieu, appearing for 
the province before the Royal Commission on 
Dominion-Provincial Relations at Quebec, 
even challenged the authority of the Dominion 
to appoint such a body. He made the fol- 
lowing statement: 

“To recognize the authority of your com- 
mission would amount to an acknowledgment 
that there exists in favor of the Federal gov- 
ernment a supremacy over the provincial 
governments.” 

Beaulieu associated himself with the an 
tion taken earlier by Premier Mitchell Hep- 
burn of Ontario, who, replying to the com- 
plaints of the western provinces that Ontario 
and Quebec had received all the benefits of the 
Canadian tariff, complained that Ontario was 
contributing more than its share of taxation to 
the Canadian exchequer. 
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Arizona 


Argue Rate Control 


| pean residing outside of municipal limits 
are entitled to protection from “a public 
service corporation over which they have no 
political control,” Attorney General Joe Con- 
way contended recently in presenting the state 
supreme court a further pleading on the argu- 
ment over the state corporation commission’s 
jurisdiction over the city of Phoenix in serv- 
ing water to residents outside of the city limits. 

The attorney general contended that the 
people residing outside the city’s limits “are 
absolutely helpless except through appeal to the 
courts for adjudication of excessive rates pre- 
viously charged, a very expensive, slow, and 
unsatisfactory procedure.” He said he did not 
believe the people of the state, acting through 
their representatives in the constitutional con- 
vention, in adopting the constitution, desired 


or intended that a material part of the popu- 

lation should be left without the protection of 

the state corporation commission when they 

~~ no control over the public utility serving 
em. 


Power Contract Approved 


= Wilson T. Wright of the state 
corporation commission reported on May 
20th that the state had approved a contract be- 
tween the U. S. Interior Department and the 
Citizens Utilities of Minneapolis for use of 
a maximum of 50,000,000 kilowatts of Boulder 
dam power annually. 

The utility has been authorized, Wright 
said, to spend $315,000 installing transmission 
lines to its plant at Kingman, Ariz., which will 
furnish Boulder dam power to a number of 
mining companies in Mojave county. 


California 


Power Study Asked 


A appropriation of $3,000 to finance munic- 
ipal power distribution studies was re- 
quested by the San Francisco public utilities 
commission recently. 

The commission had before it a request 
from the Board of Supervisors that the $50,- 
000,000 revenue bond proposal rejected by the 
voters in March, 1937, be brought up to date. 
The proposal may be resubmitted at the No- 
vember election this year. 


Gas Rates Reduced 


Tt San Diego Consolidated Gas & Electric 
Company, subsidiary of Standard Gas & 
Electric Company, will reduce its rates for 
natural gas by an estimated $100,000 annually, 
according to a recent announcement by the 
state railroad commission. The reduced gas 
rates resulted from negotiations participated 
in by the state commission, the company, and 
a San Diego citizens’ committee headed by 


Walter Cooper, rate expert of the city at- 
torney’s staff. 

Under the new rate schedules filed by the 
company, rates for gas used in excess of 3,000 
cubic feet monthly would be billed at 73 cents 
a hundred, compared with 10 cents now 
charged. The new rates will represent an aver- 
age saving of 13.3 per cent in gas charges 
affecting about 35 per cent of San Diego’s gas 
users, and will be made effective July Ist. 


Bond Proposal Defeated 


Ae to issue $5,520,000 of bonds for 
the purpose of buying or duplicating the 
local water system was defeated by a vote of 
6 to 1 at a primary election in San Jose last 
month. The vote was 14,402 to 2,394. 

The proposal was sponsored by the city ad- 
ministration and had received considerable 
support from the press. Two veteran members 
of the city council who had actively endorsed 
the water bonds were swept out of office with 
the defeat of the bond issue. 


Connecticut 


REA Favors Loan 


HE REA expected to approve an addi- 
tional $50,000 loan for a rural electrifica- 
tion project in eastern Connecticut as soon as 
additional funds became available, it was said 
at Washington recently. 
The application for the —— advance has 
been filed by a group of New London county 
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farmers. It would permit construction of 50 
miles of transmission lines to serve 150 farms. 
An REA official said the project would be 
among the first to be approved if new funds 
are authorized. 

The REA has already approved a $92,000 
loan for construction of 92 miles of lines in 
Windham and Tolland counties to serve 276 
farms. It was suggested at the REA that 
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sponsors of the New London and the Wind- 
ham-Tolland county projects might find link- 


ing the two into one development to their 


mutual advantage. 


Georgia 


Coodrdination Ordered 


HE state public service commission re- 
pen made public an order designed to 
coérdinate public and private rural electrifica- 
tion activity in the state. 

In order to prevent the overlapping of pro- 
posed extensions by public utility companies 
and by codperatives under the Rural Electrifi- 
cation Administration, and in order to prevent 
the interference of one type of development 
by the other, the state commission would re- 
quire the filing of detailed information on all 
extension proposals. 

The arrangement, it was said, was worked 
out at conferences with private utilities and 


27 of the 30 rural codperatives in the state. 

The utilities were ordered to file formally 
with the commission at least ten days prior to 
beginning of construction, details of all pro- 
posed extensions. 

The cooperatives, over which the state com- 
mission has no compulsory jurisdiction, 
to abide by the same regulations, Chairman 
Walter McDonald said. 

In discussing the need for codrdination of 
efforts, the commission cited an acceleration 
of extension line building immediately after 
the REA came into being in 1935 and said the 
utilities and codperatives “seemed to compete 
with each other in the construction of such 
extensions.” 


Indiana 


Rate Rehearing Asked 


72 5-year-old controversy over rates 
charged in Indianapolis by the Indian- 
apolis Power and Light Company was not 
ended with the state public service commis- 
sion’s order of April 28th. Industrial users, 
who were represented by Jesse C. Moore be- 


fore the commission in the long hearing, have 
refused to take as final the schedule estab- 
lished for them and last month asked a re- 
hearing and modification of their rates. 

The petition for rehearing alleged that the 
schedules and regulations provided for indus- 
trial and commercial users are discriminatory 
and unjust and asked that they be modified. 


Louisiana 


Utility Bill Abandoned 


OVERNOR Leche recently announced his de- 
cision to abandon the proposed measure to 
limit the costs of investigation of utilities by 
the state public service commission to $500 
a month. 
The governor said the measure was being 


held up at the request of the members of the 
state commission, who had told him that the 
limitations were too stringent to permit a 
speedy investigation of utilities by the com- 
mission. He said the members of the state 
commission had pointed out to him that the 
charges made by the commission are subject 
to review by the courts. 


Michigan 


Commission Assumes 
Jurisdiction 
re the first time in history, Detroit City 
Gas Company rates faced an investigation 
by the state public utilities commission last 
month. An order issued by the commission 
announced that it had assumed jurisdiction of 
City Gas Company rates and that the com- 
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pany’s petition for a further hearing on this 
issue had been denied. Simultaneously the 
state commission denied a city of Detroit peti- 
tion that the investigation be halted. 

The order followed a petition from Duncan 
C. McCrea, Wayne county prosecutor, who 
said he was acting for more than 50,000 
natural gas users. McCrea contended that 
present natural gas rates, fixed in the court 
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decree known as the “Detroit plan,” were ex- 
cessive. The order stated: 

“The commission finds that it has jurisdic- 
tion to entertain a petition to investigate and 
to establish just and reasonable natural gas 
rates in the Detroit district served by the De- 
troit City Gas Company.” 

Commissioner Frank G. Schemanske said 
the finding was based on the legal theory that 
the court decree was evidence of a day-to-day 
agreement on rates, but not a formal rate con- 
tract. He said the company operates without 
a franchise and the decree in effect was “a 
license to do business day by day but not a 
franchise.” 

Schemanske said the city or the company 
would have to apply first to the state commis- 
sion with a petition for reconsideration of its 
order, since the commission had formally as- 
sumed jurisdiction over Detroit gas rates. If 
the commission rejected the petition, he said, 
the city or the company may then appeal to the 
state supreme court. 


Bell Tax Raised 


| game gs assessments for telephone com. 
panies and lower assessments for many 
railroads were fixed by the state tax commis. 
sion on May 16th as it made public final valua- 
tions for utility tax purposes. 

Telephone and telegraph companies were 
valued at $125,591,100, a boost of $6,831,000, 
Computations showed the rem tax this 
probably would approach $8,850,000, or al 
$200,000 more than for last year. Total utility 
valuations were up less than $2,000,000, but the 
average tax rate had changed from the $25.58 
a thousand of last year to $26.18. 

The increase in telephone company assess- 
ments was achieved chiefly through a boost in 
the valuation of the Michigan Bell Telephone 
Company. Valued now at $108,000,000, the 
company for tax purposes is worth $5,400,000 
more than it was last year. Another increase 
of $750,000 was fixed against the i 
Telephone and Telegraph Company. 


Missouri 


Gas Ordinance Approved 


NEW measure which would authorize the 

city of St. Louis to tax the Laclede Gas 
Light Company 5 per cent of its gross earn- 
ings on a theory differing from the present liti- 
gated ordinance imposing this same tax was 
approved on May 12th by the aldermanic pub- 
lic utilities committee. 

An ordinance was enacted by the city on 
March 20, 1936, taxing the gas company 5 per 
cent of its gross receipts because of its occu- 
oc m04 of the city streets. This ordinance is 

eing attacked in the courts on the contention 
the gas company occupies the streets under au- 


thority originally conferred on it by the Mis- 
souri general assembly many years ago and the 
city has no right to impose an occupation tax. 

The new bill approved by the aldermanic 
committee levies the same 5 per cent as a 
license tax to be collected from persons, firms, 
or corporations engaged in the business of dis- 
tributing and selling gas in St. Louis. 

The new measure was really introduced as 
a result of a proposed compromise agreement 
between the Laclede and the city, it was said, 
which received a hearing before the state pub- 
lic service commission last month. 

The 5 per cent gross receipts tax would 
yield about $307,000 a year to the city. 


Nebraska 


Work on Plant Halted 
W G. Liggett last month was granted a 
* 


temporary restraining order by Dis- 
trict Judge Landis preventing the city of York 
from proceeding under contract with Robert 
Fulton, Lincoln engineer, for drafting of plans 
and specifications for construction of a mu- 
nicipally owned light and power plant. 
Liggett charged in a petition filed in district 
court that the contract was “inherently un- 
conscionable,” provided for an “excessive and 
exorbitant” amount to be paid the special engi- 
neer, constituted “legal fraud” upon the city 
of York and its taxpayers, and provided for 
“premature payment of monies set forth in the 
contract.” 
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No date for a hearing on whether the in- 
junction should be made permanent was set at 
the time. Its effect, city officials said, was to 
halt temporarily proceedings for building a 
power plant. The city council, after failing 
to riegotiate successfully with the Iowa-Ne- 
braska Light and Power Company for pur- 
chase of its distribution system in York, went 
on record in favor of constructing its own 
plant. 


Frozen Rates Feared 


M*x M. Lawritson of McCook recently 
made two recommendations to the city 
council because, it was said, he fears — 
tion of the Nebraska Light and Power P 
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y by the public hydroelectric districts 
would result in “frozen rates.” 

The recommendations were that the city 
council give the company the required sixty 
days’ notice that the city is desirous of nego- 
tiating on the matter of rates, and that council- 
men draft a petition for submission of a mu- 
nicipal ownership issue at the August primary 
election. 


Ickes Gets Power Plan 


HREE Nebraska power districts submitted 

to Administrator Ickes on May 14th de- 
tails of a proposed $20,000,000 bond issue for 
acquisition of ten private power companies in 
that state. 

The proposal was made by the Platte Valley 
Public Power and Irrigation District, the Cen- 
tral Nebraska Public Power and Irrigation 
District, and the Loup River Public Power 
District. They planned to purchase the fol- 
lowing companies : 

Western Public Service, Northwestern Pub- 
lic Service, Central Power, Gothenburg Light 
& Power, Southern Nebraska Power, Ne- 


braska Light & Power, Elkhorn Valley Power, 
Gage County Electric, Cornhusker Electric, 
Nebredin Utilities. 

District officials said = also contemplated 
a subsequent bond issue of $70,000,000 to pur- 
chase the Nebraska Power Company, the 
Iowa-Nebraska Light & Power Company, and 
the Interstate Power Company. 

Purchase of the first ten companies would 
be financed by the issuance and sale to private 
banking interests of serial revenue 4 per cent 
debentures secured by an indenture providing 
for a lien on certain revenues of the districts. 
These properties, the letter said, would require 
the sale of bonds aggre ting about $20,865,000 
which would cover both the purchase cost and 
provide the districts with operating funds. 

The proposal was outlined to Ickes because 
the Public Works Administration has made 
loans to each of the districts. 

If plans are carried out, authorities said, the 
ten companies would be integrated into one 
system operated by the power districts which 
then would take over the entire business of 
generating and selling power at cost which 
presumably would be reduced. 


North Dakota 


Fixed Gas Rate Out 


HE state board of railroad commissioners 

last month ordered the Montana-Dakota 
Utilities Company to cease guaranteeing to 
its customers at Williston the sale of gas at a 
fixed rate. President Ben C. Larkin announced 
the decision of the board following a hearing 
on a complaint which alleged the utility was 
“guilty of unfair and undue discrimination and 
of granting to some of its customers rates 
violative of its schedule.” 

Larkin said the state board found the con- 
tracts amounted to a rebate in rates and 
granted to contracting customers an undue 
preference. The board’s order prohibits the 
utility from selling gas at any rate per thou- 
sand cubic feet used less than the amount 
provided in its tariff. 


Rate Slash Ordered 


A approximate 25 per cent reduction in 
electric rates charged by the New Era 
Construction Company at Fort Yates was or- 
dered by the state board of railroad commis- 
sioners last month. 

Effective on May and subsequent bills, the 
new rates were fixed after a valuation hear- 
ing at Fort Yates April 20th upon petition of 
subscribers. Annual revenue requirements of 
the utility were computed at $14,499. 

Under the new schedule of rates the first 
25 kilowatt hours per month cost 10 cents per 
kilowatt hour; the next 50, 8 cents; and all 
over that amount, 6 cents, subject to a 5 
cent discount if paid within ten days. A mini- 
mum charge of $1 per meter per month was 
set by the board. 


Oklahoma 


Dam Authority Seeks License 


T= Grand River Dam Authority, Vinita, 
recently filed application with the Federal 
Power Commission for license for the large 
power project to be constructed near Pensa- 
cola, Okla. The proposed project consists of a 
multiple-arch dam approximately 147 feet 
high; a reservoir approximately 55 miles long 
having total storage capacity of 1,680,000 acre- 
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feet at ye Feo, elevation, and usable stor- 
age of 1,000,000 acre-feet with a 40-foot draw- 
i below the 


down; a powerhouse immediat 
dam with installed capacity of 80,000 horse- 
power in four units, with provision in the 
power station for two future units; and the 
necessary transmission lines for the distribu- 
tion of the energy to available markets. 

The energy generated by the project would 
be used for rural electrification, municipal, do- 
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mestic, and industrial purposes, and also 
would be sold at wholesale to other public 


utilities located in the vicinity of the dam, it 
was said. 


Pennsylvania 


Phone Rate Cut Expected 


eg of a slash up to 20 per cent in 
Bell Telephone rates in the state was re- 
vealed by Public Utility Commissioner Donald 
M. Livingston last month. Hearings on the 
commission’s inquiry into the rates will begin 
in July, he said. At the same time he an- 
nounced appointment of A. Jere Creskoff as 
special counsel for the commission. Commis- 
sioner Livingston said: 

“The rate base of the Bell Telephone Com- 
pany of Pennsylvania, as disclosed by its own 
expert, is between $250,000,000 and $300,000,- 
000, and its annual return 6.3 per cent. The 
commission has been allowing an average of 6 
per cent to utilities on their investment in 
used and useful property, at original cost less 
depreciation. 

“Though I can’t speak for the entire com- 


mission, I believe the extra three-tenths of one 
per cent will certainly be cut, saving subscrib- 
ers around $700,000 a year. In addition, the 
et operating expenses will be thor- 
oughly scrutinized by the commission.” 

Among expense items subject to possible at- 
tack, the commissioner said, were amounts 
paid by the Bell Company for toll service to 
the American Telephone and Telegraph Com- 
pany, of which it is a wholly owned coaidlagy: 
the 14 per cent of gross receipts paid the same 
company each year for nebulous “supervision 
and advisory” services; cost of equipment 
bought almost exclusively from the Western 
Electric Company ; operation of the company’s 
pension plan; the free or reduced rate service 
for officials and employees of the company; 
the carrying of real estate not used in the sys- 
tem, and the cost of advertising not directly 
related to operations. 


Texas 


FPC Authorizes License 


tr application filed March 29, 1938, and 
subsequent exhibits filed thereto, the 
Federal Power Commission recently author- 
ized the issuance of a major license to the 
Brazos River Conservation and Reclamation 
District to construct, operate, and maintain a 
hydroelectric project on the Brazos river, in 
Palo Pinto county, popularly known as the 
“Possum Kingdom” project. 

The project consists of a dam, a water 
power plant, and a reservoir having a storage 
capacity of approximately 750,000 acre-feet. 
The dam and povver plant are to be located on 
the Brazos river approximately 18 miles north- 
west of Mineral Wells, Tex. The reservoir 
affects lands in Palo Pinto and Young coun- 
ties and, to a lesser extent, in Stephens and 
Jack counties. 

The dam, according to the plans, is to be 
about 154 feet high, as measured from the 
bed of the river. The powerhouse is to be lo- 
cated immediately below the dam with initial 
installation of two units, each of 10,000 kilo- 
watts capacity, with provision for an addi- 
tional unit of 10,000 kilowatts; making a total 
ultimate installation of 30,000 kilowatts, equiv- 
alent to about 40,000 horsepower. . 

Construction is to be financed, in part, by 
a grant of $4,500,000 from the Federal govern- 
ment and in part through the issuance and sale 
by the oe of bonds. 

The Brazos committee of the Temple 
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Chamber of Commerce and Board of Develop- 
ment last month sent mayors of the central 
section of the Brazos river watershed a pro- 
test inst what it called efforts of the Colo- 
rado River Authority agents to sell power to 
cities of that area. 

The chamber of commerce said there were 
reports many cities had been solicited. Its mes- 
sages to 50 cities urged resistance to the inva- 
sion of the Brazos area, implying the action 
interfered with the Brazos project. 

Provisions for construction of future flood 
control dams on the Brazos and its tributaries 
are d dent on the sale of power to provide 
financing, the chamber said. 


Gas Rate Rehearing 


REHEARING on the recent decision by the 
A U. S. Supreme Court in the Lone Star 
Gas Company gate rate case would be sought, 
Alfred Scott, assistant attorney general, said 
last month as attorneys studied the opinion. 

The state’s attorneys generally agreed that 


the ruling in the main sustained a verdict by a 
Travis county district court jury that a reduc- 
tion in the rate from 40 cents to 32 cents per 
thousand cubic feet, as ordered by the state 
railroad commission, was unreasonable. 

If the court refuses a rehearing, the Austin 
Court of Civil Appeals must reconsider its 
former ruling, which upheld the validity of 
the rate reduction order, and decide the case in 
conformity with the Supreme Court decision. 
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Utah 


Clears Way for Power Plant 


EAFFIRMING previous decisions in which it 
Rotipheld the so-called special fund doc- 
trine, the state supreme court on May 16th 
denied the petition of the Utah Power and 
Light Company permanently to restrain Og- 
den from going ahead with the construction of 
its proposed $2,600,000 municipal power plant. 

The opinion, written by Justice Ephraim 
Hanson, was being studied by power company 
attorneys, who said they might file a petition 
for rehearing within the statutory period of 
twenty days. Until the expiration of the pe- 
riod the temporary writ, issued to prevent 
Ogden from proceeding until issues in the case 
had been settled, would stand, it was said. 

A majority of the Ogden city council 
adopted an ordinance calling for a contract 
for construction of the plant, and the issu- 
ance of $2,600,000 in revenue bonds to pay for 
construction. The power company contended 
this would be a lien against the general rev- 
enues of the city and in this way carry the 
bonded indebtedness over the constitutional 
limit. The court rejected this contention and 
by its decision gave Ogden the right to pro- 
ceed with its plans. 

City commissioners, when advised that the 
state supreme court had denied the petition of 
the utility, said the question of whether Og- 
den shall construct a $3,000,000 municipal 
power plant would be submitted to residents 
in a special election to be called in the near 
future. 

As a result of the court’s decision, twenty- 
three local Provo citizens filed a petition with 
I. G. Bench, city recorder, asking the city com- 


mission for initiative petition copies for the 
purpose of submitting to Provo voters a cer- 
tain ordinance which would repeal ordinances 
passed by the commission in the fall of 1936 
for the sale of $850,000 in electric revenue 
bonds for construction of the plant and to ac- 
cept a proposal for the construction of 
plant. The ordinances were approved by the 
voters at a special election October 13, 1236, by 
a margin of less than one per cent. 

Mayor Mark Anderson and other members 
of the city commission indicated t would 
reject the petition. The mayor, on May 17th, 
said preliminary work on Provo’s proposed 
municipal power plant would begin “within 
the next few days,” following receipt of tele- 
grams from the John Nuveen Company of 
Chicago, IIl., and the Ulen Contracting Cor- 
poration of Lebanon, IIl., who hold contracts 
for the sale of the electric revenue bonds and 
to supervise the construction of the plant, re- 
spectively. 


Power Rule Submitted 


RULE for the guidance of state institutions 
A in the purchase of power was laid down 
by John D. Rice, assistant state attorney gen- 
eral, in an opinion submitted last month to 
Charles H. Skidmore, state superintendent of 
public institutions. He said that if there are 
two or more possible sources of power in a 
community “the state must secure the elec- 
trical energy at the lowest rate compatible 
with good service.” 

This opinion concerned particularly the 
state’s efforts to obtain power for the new 
Carbon College in Price. 


Wisconsin 


Utility Purchase Upheld 


Sg Judge A. C. Hoppmann on May 
\ 19th confirmed an order of the state pub- 
lic service commission which directed that 
upon the payment of certain compensation to 
the Wisconsin Power and Light Company by 
the city of Adams, the city would acquire the 
power distribution system located within the 
city. 

The utility had appealed the commission 
order to Hoppmann’s court on the ground that 
Adams could not legally acquire the distribu- 
tion system because the major portion of the 
unit was not located within the city of Adams 
and that therefore the order of the state com- 
mission was beyond its jurisdiction. 

_ The court, however, overruled the conten- 
tion of the utility, basing its opinion on a su- 
preme court ruling where Menasha acquired 
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a distribution system within its limits, although 
the power plant was located in Appleton. 


Requires Use of Tax Funds 


HE state public service commission on 

May 18th reported that creation of the 
Washburn county power district would be 
feasible and practicable only if funds derived 
from general taxes were used to pay part of 
the cost of purchasing and constructing prop- 
erties necessary to give electric service. 

The state commission said the proposed 
power district could not derive sufficient 
erating revenue from an electric plant to 
self-supporting or self-liquidating. Because 
proponents of the proposed district had failed 
at a hearing on April 26th to submit my Le 
of operation, the commission said it was i 
capped in judging the district’s feasibility. 
JUNE 9, 1938 
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Ut 


Right of Sta 


Sh United States Supreme Court 
upheld a judgment of the supreme 
court of Arkansas which sustained an 
order of the department of public utili- 
ties of that state requiring an interstate 
pipe-line corporation to furnish compre- 
hensive information as to all its opera- 
tions in the state. The company had con- 
tested the order on the ground that it was 
invalid under the commerce clause of the 
Federal Constitution so far as it required 
the filing of information relating to the 
delivery and sale of natural gas to public 
utility distributing corporations. The 
company had complied with the order so 
far as it required the filing of informa- 
tion relating to service to local consumers. 

The court ruled that even if, as claimed, 
certain of the company’s activities in 
Arkansas were parts of interstate com- 
merce, that alone would not suffice to 


ility Rulings 


te to Require Information from 
Interstate Company 


justify refusal to furnish the information 
frais oo) See gr by the state. Mr. Jus- 
tice McReynolds, delivering the opinion 
of the court, said: 

Appellant operates locally at many places 
in Arkansas, also delivers within the state 
great quantities of gas said to move with- 
out interruption from another state. In 
such circumstances it may be highly im- 
portant for the state authorities to have in- 
formation concerning all its operations. We 
are unable to see that merely to require com- 
prehensive reports covering all of them 
would materially burden or unduly inter- 
fere with the free flow of commerce between 
the states. 

In case the department undertakes by 
some future action to impose what may be 
deemed unreasonable restraint or burden 
upon appellant’s interstate business through 
rate regulation or otherwise, that may 
contested. 


Arkansas Louisiana Gas Co. v. Depart- 
ment of Public Utilities, 58 S. Ct. 770. 


e 


State Cannot Require Electric Utility to 
Furnish Free Light Bulbs 


Bi xs house of representatives of the 
state of Massachusetts submitted to 
the justices of the supreme judicial court 
the question whether the general court 
could constitutionally require every elec- 
tric company to furnish its consumers 
with electric light bulbs without charge. 
The justices, in their opinion, held that 
the enactment of such a law would re- 
sult in depriving electric light companies 
of property without due process of law. 
It would not tend to promote the public 
health, the public safety, or the public 
morals, and is not permissible in the exer- 
cise of the police power. 

The proposed statute, it was said, im- 
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posed a requirement for electric com- 
panies beyond their undertaking, which 
was to make and sell electricity. The 
court pointed out that it has been recog- 
nized that the sale of electrical appli- 
ances is a business separate and distinct 
from the manufacture, sale, and distribu- 
tion of electrical energy. Such com- 
panies could not be required to perform 
a duty outside their original undertak- 
ing unless compensated therefor. The 
fee sas bill made no provision for 

igher rates to compensate for the ad- 
ditional expense of furnishing electric 
light bulbs. On this point, the court said 
in part: 
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If the proposed statute is permissible, 
there seems to be no sound ground in rea- 
son why the general court may not require 
the electric companies to supply the neces- 
sa-y fixtures and wiring free of charge to 
consumers. In principle there is no distinc- 
tion between the proposed statute and one 
compelling flat irons, toasters, curling irons, 
electric washers, refrigerators, kitchen ma- 
chinery, and other appliances to be furnished 
free of charge by electric companies. If 


electric companies can be obliged by law to 
furnish free of charge bulbs to make the 
electric current available for light for con- 
sumers, legislative power can hardly be de- 
nied to require them to furnish without 
charge a motor for every machine to which 
electric current is to be supplied in a factory 
or elsewhere. 


Re Opinion of the Justices, 14 N. E. 
(2d) 392. 


Rate Increase Not Warranted by Nonrecurring Expenses 


HE Indiana commission denied au- 
thority to increase telephone rates 
where the petition for higher rates was 
based upon the ground that additional 
costs had been incurred because of rural 
electrification and the necessity for mov- 
ing and changing equipment. The com- 
mission found that the company was 
charging the maximum service connec- 
tion, move, and change charges, applica- 
ble to exchanges of its classification, as 
established by the commission in 1931. 
The proposed rates would establish 
charges in excess of the maximum. 
Denial of authority to increase rates 
was based upon findings that a net reve- 
nue was received for the year 1937 rep- 


resenting a return of 5.4 per cent on the 
total investment, after the total oper- 
ating expenses, including an allowance 
made of better than 4 per cent for the 
depreciation of the depreciable plant and 
property, were deducted from gross rev- 
enues. The commission also found that 
the company was in sound financial con- 
dition, there being no evidence of out- 
standing indebtedness. The commission 
was of the opinion that the increase in 
operating costs occasioned during the 
year 1937, on account of moving pole 
lines and equipment, was abnormal and 
nonrecurring and should not be reflected 
in the operating cost for the year 1938. 
Re Liston Telephone Co. (No. 12954). 


Court Overrules Commission Policy of Preventing 
Utilities from Selling Appliances 


EVERAL electric companies filed with 
the Pennsylvania commission “se- 
curities certificates” having for their pur- 
pose the financing of appliance sales. 
The commission rejected the certificates 
on the ground that it was the policy of 
the commission to prevent electric utili- 
ties from engaging in the sale of appli- 
ances, and in cases in which this situa- 
tion already existed the sale of appliances 
should be segregated from the sale of 
power through the establishment of an 
affiliated but not subsidiary appliance 
company. The superior court reversed 
the commission’s action and directed that 
the certificates stand as approved. 
Adverting to the rule that a commis- 
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sion acts under powers delegated by the 
legislature, the court said that the legisla- 
ture had laid down general principles 
which control the actions of the commis- 
sion, and it is the province of the com- 
mission to take those general rules and 
apply them to a particular state of facts 
so as to accomplish the declared purpose 
of the legislature. This course, it was 
said, had not been followed, for what the 
commission did in each case was to 
formulate a general rule, which it had 
denominated a policy, and to make the 
rule of universal application. 

Moreover, the particular policy adopted 
was not in accord with the law of the 
commonwealth. Among other things the 
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court pointed out that the Public Utility 
Law specifically recognizes the right of 
utilities to deal in appliances by imposing 
regulations with reference to the sale and 
leasing of appliances and equipment. 
Concerning the securities, the court 
made this statement : 


There is not a suggestion by the commis- 
sion in its orders or in its brief that the 
proposed creation of a contingent liability 
by the appellants is in any respect objection- 
able in its financial aspects. In fact the only 
evidence before the commission is to the 
effect that a saving will be effected by several 
of the appellants and that the financial posi- 
tion of all of them will be improved. The 
objection by the commission goes to the 


purposes for which the obligation should be 

created. 

There was said to be no evidence that 
the sale of appliances had transgressed 
the legitimate field of operations of utili- 
ties either in character or quantity, but 
the evidence was to the contrary. It was 
said to be well settled that neither the 
commission nor the court was the finan- 
cial manager of utilities and that the 
judgment of the board of directors was 
entitled to consideration and could not be 
ignored unless its actions were contrary 
to the public interest. Erie Lighting Co. 
et al. v. Pennsylvania Public Utility Com- 
mission. 


e 


Commission’s Denial of Authority to Sell Electric 
Lines Held to Be Arbitrary 


N appeal from the refusal of the 
Pennsylvania com:nission to ap- 
prove the sale by the Abington Electric 
Company to the Northern Pennsylvania 
Power Company of certain distribution 
lines and facilities, the commission’s 


order was reversed and the application 
for a certificate of public convenience 
was directed to be approved. The com- 
mission’s action in refusing a certificate 
was held by the superior court to be 
arbitrary and unreasonable. 


The Abington Company supplied 
electricity in a township where it had no 
express charter rights, although it was 
chartered to serve in adjoining territory. 
The Northern Company had charter 
rights in the township where the lines 
were located. Refusal of the commis- 
sion to approve the sale was based upon 
the ground that the rates of one-half the 
consumers served by the distribution 
lines proposed to be transferred would 
be increased. The record showed that 
rates of fourteen persons would be in- 
creased in the total sum of $5.66 per 
month by the substitution of the tariffs of 
the Northern Company, while the rates 
of the remaining fourteen would be de- 
creased in a total amount of $23.76. Only 
one customer’s rate would be increased 
more than $1 per month. 
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The court said that in passing upon 
the question whether the sale should be 
approved, due regard should be given to 
the convenience of not merely some but 
of all the consumers. A reduction in 
rates to a substantial number of cus- 
tomers would certainly be a convenience 
to them. The court continued: 


The legislature, as we have seen, has pro- 
vided that it is entirely proper for any utility, 
upon the commission’s approval, to sell to 
another corporation any of its property. 
The commission should grant that right, if 
such action is necessary or proper for the 
service, accommodation, convenience, or 
safety of the public. It does not appear, nor 
does the commission hold, that this arrange- 
ment was not for the best interests of the 
companies involved... 

There was no question raised by the com- 
mission to the proposed sale on the basis 
of an improper price, or that the service to 
the customers would be impaired, or any 
other substantial or valid reason militating 
against the consummation of the sale. It was 
not within the contemplation of the legisla- 
ture to restrict utility activities, so that a 
company may not conduct and control its 
affairs to its best interests, but that it may 
fully enjoy and exercise all the rights, pow- 
ers, and privileges which it lawfully 
possesses, keeping in mind always the pub- 
lic welfare so that there is a proper service, 
accommodation, convenience, or safety. It 
is only as to matters in which the public 
may Le interested, and then only for 
such special purposes as are mentioned in 
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the act that the commission has jurisdiction. 


The commission had also directed the 
Abington Company to obtain lawful 
authority to supply electric service in the 
town where these lines were located. The 
court held that the commission had 
thereby exceeded its authority. The 


authority to serve in the district was not 
at issue in the proceeding. No hearing 
had been held on that question. More- 
over, the commission could not require 
a utility to serve in a territory not within 
the scope of its charter and applicable 
statutes. Abington Electric Co. et al. v. 
Pennsylvania Public Utility Commission. 


Invalidity of Statute Basing Taxes on Value 
Filed for Rate Making 


co so-called Maw Act of the 1937 
state legislature, setting forth a new 
basis for tax assessment of utilities was 
declared unconstitutional by the state 
supreme court in a 4 to 1 opinion handed 
down on April 30th. The act was in- 
validated on the ground it contained an 
unconstitutional transfer of the power 
to assess utilities from the state tax com- 
mission to the state public service com- 
mission. 

The main opinion, written by Chief 
Justice William H. Folland, held that 
where certain duties have been imposed 
by the Constitution the legislature is 
powerless to take them away. 

The act provided that utilities should 
file statements of valuation with the state 
public service commission and that these 
figures, subject to some modification by 
this commission, should be taken by the 
tax commission to form the valuation on 
which taxes should be levied. The object 
of the legislation was to increase the valu- 
ation on which the utilities would have 
to pay taxes, but the court found the 
legislature had violated the Constitution 
in the attempt. 

Justice James H. Wolfe wrote a 


special concurring opinion in which, 
although agreeing the legislature could 
not make the transfer of assessing power, 
he held it could prescribe the formula to 
be followed by the tax commission. He 
cautioned, however, that in so doing the 
state legislature could not ignore the man- 
date of the Constitution for assessment 
of all property—utility or otherwise— 
“according to its value in money.” 

What is referred to as the Maw Act 
is in reality two chapters of the 1937 
session laws. Chapter 87 required utili- 
ties to file their statements with the state 
public service commission, and Chap. 100 
required the tax commission to take the 
figures contained therein for the tax as- 
sessment. 

Counsel for the public service com- 
mission argued that Chap. 87 could stand 
alone, but the court held the two chapters 
form a unified plan and must stand or 
fall together. The court pointed out that 
the public service commission has author- 
ity from other acts to obtain the informa- 
tion necessary to it in arriving at a valua- 
tion for rate making. State ex rel. Pub- 
lic Service Commission v. Southern Pa- 
cific Co. et al. 


e 


Restoration Charge Invalid As a Service 
Charge Prohibited by Law 


HE appellate division of the New 
York Supreme Court sustained a 
contention by a customer that a charge 
for restoration of gas service which had 
been temporarily discontinued was a 
service charge and therefore prohibited 
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by Public Service Law, §65, subdivision 
6, which prohibits service charges. The 
court also held that the complainant 
might properly maintain his suit in 
equity to enjoin the collection of such a 
charge since he had no adequate remedy 
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at law and the commission had no juris- 
diction. 

On the question of the propriety of in- 
junction, it was said that the commission 
has only such powers as are specifically 
conferred by statute or necessarily im- 
plied therefrom. The legislature has 
clothed it with power to fix just and rea- 
sonable rates and charges after hearing 
and investigation, but it does not func- 
tion as a court and cannot decide the 
purely legal question whether a particu- 
lar charge is authorized by law. Its 
province is to determine the reasonable- 
ness of a charge. 

A decision by the court of appeals had 
defined a service charge as compensation 
for expenses that must be incurred to put 
the meters in such a condition that the 
use may be enjoyed. Justice Close said: 


The reconnection charge involved here 
falls squarely within that definition. So far 
as appears from the complaint, the service 
rendered by defendant consisted solely of 
unlocking the meter. 

The test to apply is this: Does the cus- 
tomer have to pay if he uses no gas? If he 
does, it is a service charge. It is a charge 
made for “readiness to serve.” Rochester v. 
Rochester Gas & E. Corp. 233 N. Y. 39, 


P. U. R. 1922C, 793, 134 N. E. 828. If the 
customer pays nothing unless he uses some 
gas, it is not a service charge but a rate 
under the jurisdiction of the public service 
commission, McCormick v. Westchester 
Lighting Co. 238 App. Div. 845, 262 N. Y, 


son 950. 

e defendant contends that the recon- 
nection charge is some kind of a peculiar 
charge which is sui generis. The argument 
is that the charge is made for a special serv- 
ice to a particular consumer. That may be 
conceded, but with the qualification that the 
same charge in the same amount is made 
against all consumers who demand that 
service. In any event, I cannot see how the 
charge is any different in nature from a 
charge “for the installation of apparatus,” 
which is expressly forbidden by the statute. 
Certainly the installation of apparatus re- 
quires personal service to a particular con- 
sumer, just as much as the unlocking of the 
meter which constitutes the reconnection. 


Two of the five judges of the court 
dissented, holding that the statutory pro- 
hibition was not applicable. It was 
pointed out that the utility was here 
asked to render special service not re- 
quired by all consumers. This was solely 
for the benefit of the customer and not of 
the gas company. Compensation therefor 
was implied. Kovarsky v. Brooklyn 
Union Gas Co. 3 N. Y. Supp. (2d) 581. 


e 


Other Important Rulings 


HE Federal Power Commission dis- 

missed a petition by the Seneca Na- 
tion of Indians of New York for leave to 
intervene and become a party to proceed- 
ings on the application of a Federal licen- 
see for amendment of license of a power 
project where the petition was based upon 
a claim by the Seneca Nation to lands 
occupied by the project, the adjacent 
waters, and a share in the annual charges 
for their use. The commission said that 
it was without power and authority to 
decide a question of title to lands and 
adjacent waters utilized by the project. 
Re The Niagara Falls Power Co. (Proj- 
ect No. 16). 


Commissioner Brewster of New York, 


Note.—The case above referred to, where decided 


in an electric rate case where the com- 
pany introduced evidence purporting to 
show that certain economies resulted 
from the fact that it operated both an 
electric and a gas plant and that charges 
to the operating expense of the electric 
department would be higher if considered 
separately than they were under the 
present methods of allocation, deemed it 
a sufficient answer to say that it appeared 
by the testimony of the company’s own 
witnesses that they rested upon an as- 
sumption which was not only directly 
contrary to the facts as they existed but 
to any conditions which responsible offi- 
cers of the company anticipated might 
exist in the future. Re Syracuse Light- 
ing Co., Inc. (Case No. 8490). 


courts or regulatory commissions, 


will be published in full or abstracted in Public Utilities Reports. 
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SECURITIES AND EXCHANGE COMMISSION 


Re Columbia Engineering Corporation 


[File No. 37-22.] 


Intercorporate relations, § 15 — Payments to affiliates — Compensation for use 
of capital. 
1. The rules of the Securities and Exchange Commission relative to sub- 
sidiary service companies recognize that compensation for the use of capital 
may be included as a part of the cost of performing the services, p. 130. 


Return, § 106.1 — Servicing company. 
2. A declaration with respect to organization and conduct of business of 
a subsidiary service company pursuant to Rule 13-22 of the Securities and 
Exchange Commission was approved, with reservations as to future rulings, 
where the cost of performing services for affiliated companies included 
compensation for the use of capital equivalent to about 5 per cent, p. 130. 


Apportionment, § 43 — Costs of servicing company — Distribution to affiliates. 
3. A servicing company’s proposed method of allocating to affiliated com- 
panies expenses not reimbursed through direct charges on the basis of 50 
per cent in proportion to total of operating expenses and 50 per cent in 
proportion to gross book value of fixed capital, although not as yet proved 
by experience, seems to hold forth a reasonable expectation that it will 
result in the fair and equitable allocation of such costs as between the com- 
panies receiving such services, p. 130. 


Intercorporate relations, § 15 — Servicing company — Declaration under Holding 
Company Act. 


4. A declaration with respect to organization and conduct of business of a 
subsidiary service company, pursuant to § 13(b) of the Public Utility 
Holding Company Act of 1935 and Rule 13-22 adopted thereunder, for 
furnishing services to affiliated companies at cost was approved, subject 
to further rules, regulations, and orders of the Commission, p. 131 


[April 16, 1938.] 


8 eneuabipey with respect to organization and conduct of 
business of subsidiary service company; approved. 


* 


By the Commission: Columbia holding company system of Columbia 


Engineering Corporation has filed a 
declaration pursuant to § 13 (b) of 
the Public Utility Holding Company 
Act of 1935 and Rule 13-22 adopted 
thereunder, with respect to its organ- 
ization and conduct of its business as 
a subsidiary service company of the 


[9] 129 


Gas and Electric Corporation, a reg- 
istered holding company. 

The declaration was filed on, and 
in conformity with the instructions 
for, Form U-13-1, and was subse- 
quently amended. A hearing on this 
declaration was held after appropriate 


23 P.U.R.(N.S.) 





SECURITIES AND EXCHANGE COMMISSION 


notice and no person appeared in op- 
position thereto. After examination 
of the record in this matter the Com- 
mission makes the findings contained 
herein. 

Declarant, a wholly owned subsi- 
diary company of Columbia Gas and 
Electric Corporation (hereinafter re- 
ferred to as the “parent company”) 
was organized under the laws of Dela- 
ware in 1932, under the name of Co- 
lumbia Codrdination Company, which 
name was changed to its present form 
on January 14, 1933. Declarant ren- 
dered certain managerial and other 
services to the subsidiary companies 
of the parent company until December 
31, 1934, at which time the perform- 
ance of such services was terminated. 
The declarant recommenced business 
on February 1, 1938, and is now per- 
forming the services set forth in its 
service contracts. 

Declarant at present renders the 
following services: General. execu- 
tive, administrative, and financial; ac- 
counting; statistical; corporate; tax; 
purchasing; insurance; auditing; 
commercial and general sales; rate; 
construction budget, automotive, and 
safety; engineering; and stationery 
and addressing; as stated in the con- 
tract with associate companies as an 
exhibit to the declaration. 

The declarant is organized and op- 
erates by departments corresponding 
with the services rendered. Prior to 
January 1, 1938, most of its employees 
were in the employ of the parent com- 
pany or its subsidiaries and were en- 
gaged in the performance of similar 
services for such subsidiaries, and are, 
therefore, experienced in the affairs 
of that company. 

[1, 2] The working capital of the 
23 P.U.R.(N.S.) 


declarant is represented by 3,500 
shares of capital stock with a par value 
of $100 per share, all of which is 
owned by the parent company. The 
rules of the Commission relative to 
subsidiary service companies recognize 
that compensation for the use of capi- 
tal may be included as a part of the cost 
of performing the services. This 
compensation will be equivalent to 
about 5 per cent as a reasonable com- 
pensation for the use of this capital. 
Additional working capital, if needed, 
will be obtained by the declarant 
through loans from, or sale of addi- 
tional stock to, the parent company. 

[3] Services are to be performed for 
the associate companies of the declar- 
ant at cost. The declarant’s method 
of allocating its costs is somewhat 
unusual in that the remainder of ex- 
penses not reimbursed to it through 
direct charges to associate companies, 
or the parent company, or from pay- 
ments made by the parent company, 
will be distributed among the associate 
companies, 50 per cent in proportion 
to the total of their operating expenses, 
and 50 per cent in proportion to the 
gross book value of their fixed capital. 

It is, of course, true that any dis- 
tribution of costs among a group of 
companies must be to a large extent 
arbitrary. In seeking a basis for mak- 
ing these arbitrary allocations, the de- 
clarant has followed the dicta of the 
New York State Public Service Com- 
mission in Re New Rochelle Water 
Co. (1937) 20 P.U.R.(N.S.) 212, 
where at p. 220, the Commission said: 

“Aside from the arbitrary character 
of the allocation of expenses to water 
works operation, the distribution of 
the total thus allocated in proportion 
to the gross revenues of the respective 
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properties is equally arbitrary and 
may bear no direct or ascertainable re- 
lation to the services performed for 
the particular operating company. If 
an arbitrary basis of allocation is to 
be adopted, distribution in proportion 
to the operating expenses of subsi- 
diaries would seem more logical than 
one based upon revenues. 

“Gross revenue is an irrational bas- 
is for spreading operating supervision 
costs. An increase in rates would tend 
to increase the amount paid for operat- 
ing supervision by a particular utility 
while a reduction in rates would have 
the contrary effect. The mere change 
in rates would require no related 
change in the amount of operating su- 
pervision furnished but would affect 
its cost.” 

While the declarant’s method of al- 
locating its costs as yet is unproved 
by experience, it seems to us it holds 
forth a reasonable expectation that it 
will result in the fair and equitable al- 
location of such costs as between the 
companies receiving such services. If, 
however, this is not the case, and the 
application of such method does not 
result in a fair and equitable alloca- 
tion of such costs, adjustments satis- 
factory to the Commission will be re- 
quired. The order of the Commission 
will be conditioned upon a stipulation 
to that effect. 

[4] An order will therefore issue 
pursuant to Rule 13-22, finding that 
the declarant is so organized and its 
business so conducted, as to meet the 
requirements of § 13 (b) with respect 
to reasonable assurance of efficient 
and economical performance of serv- 
ices for the benefit of its associate com- 
panies, at cost fairly and equitably al- 
located among them. 
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The declarant will, of course, be 
subject to any rules, regulations, or 
orders of the Commission with respect 
to accounting, and other matters de- 
signed to insure fair and equitable al- 
location of costs, or the other objec- 
tives of § 13. The above findings as 
to the future operations of the declar- 
ant are based on the assumption that 
declarant will duly comply with all 
further rules, regulations, and orders 
in these respects, as well as with those 
now in effect, and that in the event of 
any material change in the contracts 
between the declarant and its associate 
companies or in the manner of ren- 
dering the services covered by such 
contracts, the declarant will file with 
this Commission a supplement to this 
declaration for approval of any such 
change. 

These findings and the Commis- 
sion’s order pursuant thereto are not to 
be construed as a ruling that declar- 
ant may not be required to effect any 
changes in its methods of determining 
or allocating costs, or to effect any 
other changes, if such changes become 
necessary in order to conform with 
such rules, regulations, or orders. 


ORDER 


Columbia Engineering Corporation 
having filed a declaration pursuant 
to § 13 (b) of the Public Utility Hold- 
ing Company Act of 1935, and Rule 
13-22 thereunder, with respect to the 
organization and conduct of its busi- 
ness as a subsidiary service company 
of, and rendering services to the hold- 
ing company system of, Columbia Gas 
and Electric Corporation, a regis- 
tered holding company; the proposed 
services including: General executive, 
administrative, and financial ; account- 
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ing; statistical; corporate; tax; pur- 
chasing; insurance; auditing; com- 
mercial and general sales; rate; con- 
struction budget, automotive, and safe- 
ty; engineering; and stationery and 
addressing; as stated in the contract 
with associates set out as an exhibit 
to the declaration; such declaration 
having been amended ; a hearing there- 
on having been held after appropriate 
notice; the record in this matter hav- 
ing been examined; and the Commis- 
sion having made its findings here- 
in; 

It is found that the declarant is so 


organized and conducted, or will be 
conducted, as to meet the requirements 
of § 13 (b) with respect to reasonable 
assurance of efficient and economical 
performance of services for the bene- 
fit of its associate companies at cost 
fairly and equitably allocated among 
them. 

No finding is made with respect to 
the rendering of any services differ- 
ing materially from those described 
by said amended declaration as the 
services which declarant intends pres- 
ently to render. 

It is so ordered. 
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Re Columbia Gas & Electric Corporation 


[File No. 51-12.] 


Dividends, § 3 — Jurisdiction of Commission — Holding company regulation. 


1. Rule 12C-2, issued by the Securities and Exchange Commission pur- 
suant to the authority conferred by § 12 (c) of the Public Utility Holding 
Company Act vesting jurisdiction over the payment of dividends by regis- 
tered holding companies and their subsidiaries, and which rule provides 
that no dividend shall be declared or paid out of capital or unearned surplus, 
does not exhaust the power vested in the Commission; under certain cir- 
cumstances the Commission might prohibit the payment of dividends out 
of earned surplus by order provided that the proposed statutory standards 
exist, p. 137. 
Dividends, § 6 — Disapproval of payment — Surplus account. 

2. A public utility holding company was denied authority to declare divi- 
dends on common stock out of a surplus account resulting from an original 
capital surplus and net earnings added over a period of years, less debits 
on account of dividends and other charges, where the propriety of the 
original surplus account was questioned, the surplus account had not been 
allocated as between capital and earned surplus, and pending litigation was 
of such size and extraordinary character as to require consideration, p. 137. 


Dividends, § 6 — Authority to charge against surplus — Conditions. 
3. Authority to pay dividends on preferred and preference stock out of 
surplus was conditioned upon restoration of surplus account out of the 
first earnings accumulated where the character of the surplus account and 
other matters seemed to require investigation, p. 137. 
[April 8, 1938.] 
23 P.U.R.(N.S.) 132 
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F, yeneiag pursuant to § 12 (c) of the Public Utility 

Holding Company Act and Rule 12C-2 for approval of 

the declaration, payment, and charge to surplus of certain 

dividends; declaration of common dividends disapproved and 

declaration of preferred and preference dividends approved 
on condition, 


By the Commission: Columbia 
Gas & Electric Corporation, a regis- 
tered holding company, has filed an 
application pursuant to § 12 (c) of the 
Public Utility Holding Company Act 
of 1935 (15 USCA § 791) and 
Rule 12C-2 promulgated thereunder, 
for approval of the declaration, pay- 
ment, and charge to an account desig- 
nated “Surplus at December 31, 
1937,” of certain dividends. The 
dividends proposed in the application 
are the regular quarterly dividends 
on applicant’s cumulative 6 per cent 
preferred stock, Series A, its cumula- 
tive preferred stock, 5 per cent 
series, and its 5 per cent cumulative 
preference stock, normally payable on 
February 15, May -15, August 15, 
and November 15, 1938. The total 
dividend requirements for the cal- 
endar year 1938 on the preferred 
shares amount to $5,889,400 and on 
the preference shares amount to $619,- 
300, aggregating $6,508,700. The 
application also asks approval of the 
declaration, payment, and charge to 
the same “Surplus at December 31, 
1937” account of dividends on the 
company’s common stock not to ex- 
ceed 50 cents per share ($6,152,141) 
during the year 1938, such dividends 
to be paid on May 15 and November 
15, 1938. The application also asks 
for approval of the charge to the 
same “Surplus at December 31, 1937” 
account of the regular quarterly div- 


idend on the preferred and prefer- 
ence stocks, which was declared on 
January 6, 1938, and paid on Febru- 
ary 15, 1938. However, it appears 
that the amount of this dividend, ag- 
gregating $1,627,175, was in fact 
charged to this “Surplus at December 
31, 1937” account on January 6, 1937, 
the date of the declaration of the divi- 
dend. The applicant did not become 
a registered holding company until 
January 13, 1938. The total amount 
of dividends covered by the applica- 
tion, both those paid and proposed to 
be paid, total $12,660,841. 

A public hearing was held on the 
application after appropriate notice. 
The Commission has examined the 
record in this matter and makes the 
following findings : 

The applicant is a Delaware corpo- 
ration of which the principal business 
is the owning of securities in subsid- 
iary operating companies which are 
located in the states of New York, 
Pennsylvania, Ohio, West Virginia, 
Virginia, Maryland, Indiana, and Ken- 
tucky. Its executive offices are located 
in the city of New York, and in deal- 
ing with its operating subsidiaries, 
there is a flow of written and oral 
communications, contracts, and other 
printed matter from the state of New 
York to the operating offices of the 
subsidiaries in the other states hereto- 
fore mentioned, and incident to this 
flow there is use of the mails, the tele- 
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phone, the telegraph, and other facil- 
ities of interstate commerce. Like- 
wise, certain of applicant’s operating 
subsidiary companies transmit elec- 
tric energy and natural gas across state 
lines. Moreover, electric energy and 
natural gas originating in certain states 
are sold and distributed both at whole- 
sale and retail in states other than the 
state of origin. 

Columbia Gas & Electric Corpora- 
tion was incorporated under the laws 
of Delaware on September 30, 1926. 
For several months prior to that date 
extensive negotiations had been car- 
ried on between two predecessor com- 
panies, Columbia Gas & Electric Com- 
pany, a West Virginia corporation, 
and Ohio Fuel Corporation, a Dela- 
ware corporation. There does not ap- 
pear to have been any substantial af- 
filiation between the old Columbia Gas 
& Electric Company and Ohio Fuel 
Corporation except that the two com- 
panies had a certain community of 
interest by reason of common owner- 
ship in two joint subsidiaries. 

The primary basis of negotiation 
between the two corporations related 
to the participation which the two 
companies were to have in the owner- 
ship and stock control of the new 
company that was to be organized to 
carry out the merger. Specifically 
there was no dispute or even discus- 
sion as to the value at which the prop- 
erties of the old companies were to 
be recorded on the books of the new 
company. 

The parties reached an agreement 
during the month of July, 1926. By 
the terms of the agreement one share 
of common stock of the new company 
was to be given for each share of 
common stock of Columbia Gas & 
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Electric Company, while for each share 
of Ohio Fuel Corporation, there was 
to be given 0.35 share of common 
stock of the new company plus 
0.156356 of the preferred stock of the 
new company. Subsequently it was 
agreed that for each 7 per cent pre- 
ferred share of Columbia Gas & Elec- 
tric Company there should be given 
1-4 shares of the 6 per cent preferred 
shares of the new company. 

Thereafter Columbia Gas & Elec- 
tric Corporation, the Delaware com- 
pany, was organized as the vehicle for 
carrying out the terms of the merger 
previously agreed upon. The new 
corporation had a board of directors of 
fifteen members, of which seven had 
been directors of Ohio Fuel Corpora- 
tion, seven of Columbia Gas & Elec- 
tric Company, and one had been a di- 
rector of both of the predecessor com- 
panies. 

At the initial meeting of the new 
company, held on October 4, 1926, 
the directors authorized the chairman 
of the meeting to appoint a committee 
to report to the board their reccom- 
mendations (a) as to the general ques- 
tion of the manner in which the bal- 
ance sheet of the new corporation 
should be set up and (b) as to the 
question as to what part of the con- 
sideration to be received for the 
shares of the stock to be issued should 
be capital and what part should be 
allocated to surplus account. At that 
time § 14 of the General Corporation 
Law of the state of Delaware empow- 
ered the directors to place a value upon 
the consideration against which shares 
were to be issued. On the other hand, 
the Delaware General Corporation 
Law did not expressly authorize the 
directors to allocate a portion of such 
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consideration to capital account and a 
portion to surplus account. However, 
the certificate of incorporation of the 
new company did contain, in Article 
Ninth thereof, a provision roughly 
comparable to the amendment to § 14 
of the Delaware General Corporation 
Law approved March 2, 1927, giving 
the directors of a Delaware corpora- 
tion such power of allocation. The 
exact text of the charter provision and 
of the amendment to § 14 will be 
found in a footnote hereto." 
Pursuant to the resolution of the 
board of directors at the meeting of 
October 4, 1926, the chairman of the 
meeting appointed the committee, 


composed of T. B. Gregory, represent- 
ing Ohio Fuel Corporation, and Ed- 


ward Reynolds, Jr., representing Co- 
lumbia Gas & Electric Company. Both 
were also officers and directors of the 
new Columbia Gas & Electric Corpo- 
ration. Between October 4, 1926, 
and October 14, 1926, at which later 
date their report and recommendations 
were submitted to, and adopted by, the 
board of directors of Columbia Gas 
& Electric Corporation, the committee 
prepared their report, which is com- 
monly referred to in the record testi- 
mony as ““The Gregory-Reynolds Re- 
port.” They did not attempt to make 
any appraisal of the actual values of 
the properties to be acquired. A\l- 
though the Gregory-Reynolds Report 
is complicated to the extreme and 
may be said to be susceptible of var- 





1(1) Charter Provision, Article Ninth. 


The common stock of the corporation with- 
out nominal or par value may be issued by 
the corporation from time to time for such 
consideration as may be fixed from time to 
time by the board of directors. At the time 
of the issuance of any such shares of stock, 
the board of directors may determine that 
only a part of the consideration which shall 
be received by the corporation for such shares 
shall be capital and may authorize the carry- 
ing by the corporation to surplus available 
for dividends of any part of the considera- 
tion for which such shares are issued or may 
authorize the acceptance by the corporation 
of any additional property to be taken and 
held by it as surplus and in any such case 
the amount which shall be carried on the 
books of the corporation as capital in respect 
of the shares of stock so issued shal] not in- 
clude the amount of the portion of the con- 
sideration so carried to surplus or of such 
additional property. Any and all shares so 
issued, the full consideration for which as so 
fixed by the board of directors has been paid 
or delivered, shall be deemed full paid stock 
and not liable to any further call or assess- 
ment thereon. 

35 Del. Laws, Chap. 85, 1927. 

Any corporation may by resolution of its 
board of directors determine that only a part 
of the consideration which shall be received 
by the corporation for any of the shares of 
its capital stock which it shall issue from 
time to time shall be capital; provided, how- 
ever, that, in case any of the shares issued 
shall be shares having par value, the amount 
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of the part of such consideration so deter- 
mined to be capital shall be in excess of the 
aggregate par value of the shares issued for 
such consideration having a par value, unless 
all the shares issued shall be shares having 
a par value, in which case the amount of the 
part of such consideration so determined to 
be capital need be only equal to the aggre- 
gate par value of such shares. In each such 
case the board of directors shall specify in 
dollars the part of such consideration which 
shall be capital. If the board of directors 
shall not have determined (a) at the time 
of issue of any shares of the capital stock 
of the corporation issued for cash or (b) 
within sixty days after the issue of any shares 
of the capital stock of the corporation issued 
for property other than cash what part of the 
consideration for such shares shall be capital, 
the capital of the corporation in respect of 
such shares shall be an amount equal to the 
aggregate par value of such shares having a 
par value, plus the amount of the considera- 
tion for such shares without par value. The 
capital of the corporation may be increased 
from time to time by resolution of the board 
of directors directing that a portion of the 
net assets of the corporation in excess of the 
amount so determined to be capital be trans- 
ferred to capital account. The board of di- 
rectors may direct that the portion of the 
excess net assets so transferred shall be treat- 
ed as capital in respect of any shares of the 
corporation of any designated class or classes. 
The excess, if any, at any given time, of the 
total net assets of the corporation over the 
amount so determined to be capital shall be 
surplus. 
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ious interpretations, it appears that 
generally speaking it was the intention 
of the committee members that the se- 
curities and property to be acquired 
should be assigned a value equivalent 
to the sum of the consolidated net 
worths of the predecessor holding com- 
panies plus the surpluses of their sub- 
sidiary companies. The report of the 
committee was adopted at the direc- 
tors’ meeting of Columbia Gas & Elec- 
tric Corporation held on October 14, 
1926, 

Thereafter the accounting officers 
of the new company proceeded to 
record on the books of the new com- 
pany certain values. Due to the fact 
that the Gregory-Reynolds Report is 
susceptible of various interpretations, 
it might be argued that the values as- 
signed on the books of the new com- 
pany exceeded the authorization of the 
board of directors in that by the pro- 
cess of computing the consolidated net 
worth the generally accepted account- 
ing principle of eliminating the sur- 
plus of the subsidiaries as of the dates 
of their acquisition by the predecessor 
holding companies of the applicant was 
disregarded. Furthermore, the effect 
of the method of recordation seems 
to perpetuate certain items of unreal- 
ized appreciation, upward revaluations, 
and other questionable items which 
had existed on the books of the pred- 
ecessor companies. Without attempt- 
ing to determine the relative mer- 
its of the eighty-odd revaluation trans- 
actions, and without intending to fore- 
close a future inquiry therein, it would 
appear that the total of the upward 
revaluations to date is in the neighbor- 
hood of $72,000,000. 

If all of these revaluations were 
taken out of applicant’s investment ac- 
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count, there would be no presently ex- 
isting surplus and the company’s cap- 
ital as stated would be impaired. 
This situation, which the Commission 
does not pass upon at this time, sug- 
gests that it would be to the interest 
of all classes of applicant’s security 
holders if a thoroughgoing inquiry 
were had in the near future, in order 
that proper entries may be ascertained 
and stated on applicant’s books. 

The result of the valuation, accord- 
ing to a computation submitted as ap- 
plicant’s Exhibit No. 14, was that 
the sum of $265,133,541 was assigned 
as the value of the assets acquired, of 
which the sum of $195,184,800 was al- 
located to capital account and the sum 
of $69,968,741 to surplus account. 
This computation was based upon the 
assumption of 100 per cent acceptance 
of the plan and was subject to various 
adjustments of a relatively small 
amount. The actual surplus balance, 
due to this valuation and allocation, 
was stated at November 1, 1926, as 
$67,372,510. The resulting surplus 
figure might be attacked on several 
grounds but in view of the decision 
which the Commission proposes to 
make in this matter, it is unnecessary 
to go into this question. It is sufh- 
cient to say that the Commission does 
not approve or disapprove at this time 
the value assigned to the properties 
acquired or the method of allocation 
as between capital and surplus. 

From the creation of the company 
until January, 1938, the surplus ac- 
count was never broken down as be- 
tween “Capital Surplus” and “Earned 
Surplus.” From the time of the or- 
ganization of the company until De- 
cember 31, 1937, all net earnings of 
the company were credited to such 
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surplus account, while all dividends 
paid, whether in cash or in stock, were 
debited thereto. A summary analysis 
of the surplus account follows: 


Credits : 
Surplus credited in connec- 
tion with organization .. 
Net earnings 


$67,372,510.45 
202,555,347.22 


$269,927,857.67 


Debits : 
Dividend on preferred and 
preference stocks paid in 
cash $68,97 1,481.87 
Dividends on common stock 
paid in cash 106,500,456.34 


Total cash dividends .. $175,471,938.21 


Dividends on common stock 
paid in common stock .. 
Dividends on common stock 
paid in preference stock 
Other charges—net 


36,383,831.97 


25,000,000.00 
19,810,478.04 


$256,666,248.22 


Surplus at December 

31, 1937 $13,261,609.45 
The resulting surplus at December 
31, 1937, in the amount of $13,261,- 
609.45, is urged by applicant to con- 
sist in whole or in part of earned sur- 
plus. This result can be arrived at 
only by indulging in certain artificial 
assumptions, the principal one of which 
is that, where directors declare divi- 
dends payable in stock they intend 
that such dividend shall be debited 
first to capital surplus, to the extent 
necessary to exhaust that account, and 
thereafter to earned surplus. Suffice 
it to say that in the short time allotted 
to it, the Commission has been unable 
to determine the character of this sur- 
plus, whether earned or capital, and 
therefore for the purpose of this order, 
the account in question must be con- 
sidered as a surplus account of inde- 

terminate character. 
_ [1] Section 12 (c) of the act vests 
in this Commission jurisdiction over 
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the payment of dividends by registered 
holding companies and their subsidia- 
ries “to protect the financial integrity 
of companies in holding company sys- 
tems, to safeguard the working capital 
of public utility companies, to prevent 
the payment of dividends out of cap- 
ital or unearned surplus, or to prevent 
the circumvention of the provisions 
of this title.’ Moreover § 12 (c) 
makes unlawful the declaration or pay- 
ment of any dividends in contravention 
not only of rules and regulations of the 
Commission, but also of its orders. 
Rule 12C-2 in providing that no divi- 
dends shall be declared or paid out of 
capital or unearned surplus, does not 
exhaust the power vested in the Com- 
mission by § 12 (c) of the act and it 
is conceivable that under certain cir- 
cumstances the Commission might 
prohibit the payment of dividends out 
of earned surplus by order, provided 
that the prescribed statutory standards 
existed. 

[2, 3] In making its determination 
of this case the Commission has taken 
into account the following, among 
other factors: 

(1) The original surplus account, in 
the stated amount of $67,372,510.45, 
may be questioned, both for the reason 
that it reflects revaluation write-ups 
and other questionable accounting 
items, and for the reason that it can be 
argued that the opening entries placed 
upon the books of the new company 
exceeded the authorization of the 
board of directors. The Commission 
does not pass upon either of these con- 
troversial questions at this time but 
considers their existence as a matter 
which may be taken into account in 
determining whether and to what ex- 
tent dividends may be permitted. 
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(2) Granting that dividends may 
be paid out of the capital surplus as 
the General Corporation Law of Del- 
aware now exists, the use of capital 
surplus for the payment of dividends, 
and particularly for the payment of 
dividends on common stock where 
there are preferred stocks outstanding, 
has been severely criticized. 

(3) It is an undisputed fact that 
the surplus of Columbia Gas & Elec- 
tric Corporation, as stated on its books, 
has been reduced from the initial figure 
of $67,372,510.45 to $13,261,609.45 
as at December 31, 1937, and that 
this decrease of $54,110,901 is due 
in large measure to the fact that the 
company, since its organization, has 
paid out in dividends an amount in 
excess of its earnings. 

(4) During the calendar years of 
1936 and 1937, Columbia Gas & Elec- 
tric Corporation paid out in cash divi- 
dends more than it earned on a cor- 
porate basis. In 1936 it earned on a 
corporate basis $9,786,385, while it 
paid in cash dividends the sum of $11,- 
717,261, and there were other appro- 
priations of corporate income in the 
amount of $2,647,721. In the year 
1937, the company earned on a corpo- 
rate basis $11,361,692, while it paid 
in cash dividends the sum of $12,162,- 
983, and there were other appropria- 
tions of corporate income in the sum 
of $2,013,888. It can readily be seen 
that if there is not a material increase 
in earnings and if the management 
continues its present rate of dividend 
payments, a time will come when the 
company’s entire surplus will be ex- 
hausted. 

(5) The amended certificate of in- 
corporation of the company gives li- 
quidating values to the preferred stock 
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which are in excess of the par values, 
Thus, the 6 per cent preferred stock 
has a par value of $100 and a liquidat- 
ing value of $110, while the 5 per cent 
preferred stock has a par value of $100 
and a liquidating value of $105. The 
total excess of liquidating values over 
par values of the preferred and prefer- 
ence stock is $9,680,780. 

(6) In addition to routine rate and 
other litigation, there is now pending 
against applicant and some of its sub- 
sidiary companies certain extraordi- 
nary litigation, in which large amounts, 
aggregating approximately $88,000- 
000 are demanded. Naturally the 
Commission is in no position to ex- 
press any opinion as to the merits of 
this litigation, nor does it desire to do 
so. Admitting that the management 
believes in good faith that this litiga- 
tion is without merit, the Commission 
considers that the mere pendency of 
such litigation, considering its size 
and extraordinary character, is a fac- 
tor to be considered in determining 
whether applicant’s request to pay div- 
idends out of surplus which is admit- 
tedly of indeterminate character and 
probably constitutes capital surplus, 
should be granted. 

(7) It is a matter of common 
knowledge that since the autumn of 
last year business conditions have 
been generally unsettled and that the 
trend of business has been generally 
downward. At the hearing the appli- 
cant submitted certain forecasts of 
earnings for the year 1938, and also 
certain forecasts as to the cash position 
of the company for the same period. 
These estimates were of the type ordi- 
narily prepared for the use of the exec- 
utive officers of the company. Counsel 
for the applicant has emphasized the 
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obvious fact that on no account should 
such estimates be relied on by any in- 
vestor. The estimate of consolidated 
income for 1938 was $14,844,000, 
and of corporate income, the sum of 
$13,614,500. The estimates of cash 
receipts and disbursements indicated 
that, assuming that all the proposed 
dividends were paid by applicant, ap- 
plicant would have cash at the end of 
1938 in the sum of $3,447,600. All 
of these figures are admittedly con- 
jectural and their accuracy depends of 
course upon the progress of business 
during the current year and upon the 
outcome of pending litigation. 


Conclusions 


The Commission, in approaching 
the problems presented by this applica- 
tion, must be guided by the principles 
of the statute, including the provisions 
for the protection of all applicant’s 
security holders. Having considered 
the record in this case, including the 
various circumstances discussed above, 
in the light of these principles, the 
Commission is of the opinion that the 
declaration, payment, and charge to 
“Surplus at December 31, 1937” of 
common dividends should not be ap- 
proved. The Commission finds that 
this determination is necessary and 
appropriate to protect the financial in- 
tegrity of the applicant and of compa- 
nies in the applicant’s holding company 
system, to safeguard the working cap- 
ital of applicant’s public utility subsid- 
lary companies, to prevent the pay- 
ment of dividends out of capital or 
unearned surplus, and to prevent the 
circumvention of the provisions of the 
Public Utility Holding Company Act 
of 1935, and of Rule 12C-2. 

The question of the propriety of 
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the payment of dividends on the pre- 
ferred and preference stock presents a 
somewhat different problem. There 
has been an uninterrupted dividend 
record on these stocks since the organ- 
ization of the company. On the other 
hand, the Commission does not feel 
that, as a general proposition, the pay- 
ment of dividends out of capital sur- 
plus should be condoned. 


In view of all that we have hereto- 
fore found, especially as to the char- 
acter of the surplus account and in 
view of the consolidated statement of 
current earnings, the Commission’s 
order will contain substantially the 
following provisions: 


(1) The charge of the dividends 
on applicant’s preferred and prefer- 
ence stocks paid on February 15, 
1938, to “Surplus at December 31, 
1937,” will be approved, upon condi- 
tion, however, that an equivalent 
amount be restored to said surplus ac- 
count out of the first earnings accum- 
ulated after December 31, 1937. 


(2) The declaration, payment, and 
charge to “Surplus at December 31, 
1937,” of the preferred and preference 
dividends payable on May 15, 1938, 
will be approved, upon condition, how- 
ever, that an equivalent amount be 
restored to said surplus account out of 
the first earnings accumulated after 
December 31, 1937. 


(3) The application with respect 
to the declaration and payment of 
common dividends will be denied. 


(4) With respect to dividend pay- 
ments on the preferred and prefer- 
ence stocks, payable on August 15, 
1938, and November 15, 1938, the 
Commission’s order will reserve ju- 
risdiction for the purpose of subse- 
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quent determination of the propriety 
of such payments. 
An appropriate order will issue. 


ORDER 


Columbia Gas & Electric Corpora- 
tion, a registered holding company, 
having filed an application pursuant 
to § 12 (c) of the Public Utility Hold- 
ing Company Act of 1935 and Rule 
12C-2 promulgated thereunder, for 
approval of the declaration, payment, 
and charge to “Surplus at December 
31, 1937” (at that date standing at 
the figure of $13,261,609.45), of cer- 
tain dividends on its cumulative 6 per 
cent preferred stock, Series A, its 
cumulative preferred stock, 5 per cent 
Series, and its 5 per cent cumulative 
preference stock, and its common 
stock, for and during the calendar year 
1938 ; 

A public hearing having been held 
on said application after appropriate 
notice, and the Commission having 
considered the record in this matter 
and having made its opinion and find- 
ings herein ; 

It is ordered that the charge to 
“Surplus at December 31, 1937,” of 
the dividends on applicant’s preferred 
and preference stocks, declared and 
charged on January 6, 1938, and paid 


on February 15, 1938, in the aggre. 
gate amount of $1,627,175, be and 
the same hereby is approved, upon 
condition, however, that applicant shall 
restore to said surplus account an 
equivalent amount out of its first earn- 
ings accumulated after December 31, 
1937. 

It is further ordered that declara- 
tion, payment, and charge to “Surplus 
at December 31, 1937,” of dividends 
on applicant’s said preferred and pref- 
erence stocks, in an aggregate amount 
not to exceed $1,627,175, which divi- 
dends are payable on May 15, 1938, 
be and the same hereby are approved, 
upon condition, however, that applicant 
shall restore to said surplus account an 
equivalent amount out of its first earn- 
ings accumulated after December 31, 
1937. 

It is further ordered that applicant's 
prayer with respect to the declaration, 
payment, and charge to “Surplus at 
December 31, 1937,” of common divi- 
dends be and the same hereby is de- 
nied; and 

It is further ordered that jurisdic- 
tion of this proceeding is hereby re- 
served with respect to the declaration 
and payment of dividends on appli- 
cant’s preferred and preference stocks, 
payable August 15, 1938, and Novem- 
ber 15, 1938. 
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Re Penn Western Gas & 
Electric Company 


[File Nos. 43-99, 51-9.] 


Intercorporate relations, § 19.3 — Divestment of subsidiary — Reduction in par 
value of common stock — Payment of partial liquidating dividends. 

1. Reduction of the par value of the common stock of a holding company 
to create a capital surplus and payment out of this surplus and an existing 
capital surplus of a partial liquidating dividend consisting of stock of sub- 
sidiaries, to enable the company to divest itself of certain subsidiaries, was 
held not to be an obstacle to such further steps as might be necessary to 
satisfy the provisions of $11 of the Public Utility Holding Company Act, 
which aims at simplification of holding company structures, although this 
transaction might not completely satisfy the requirements of that section, 
p. 142. 

Dividends, § 11 — Partial liquidating dividend by holding company. 
2. Distribution by a holding company of some of its holdings in stock of 
subsidiary companies, as a partial liquidating dividend as of unearned sur- 
plus, was held not to require adverse action in the light of the requirements 
of § 12 (c) of the Public Utility Holding Company Act relating to Com- 
mission regulation of the payment of dividends, where the holding com- 
pany had no substantial debt and had only a single class of outstanding 
stock, p. 143. 


Parties, § 18 — Intervention — Stockholder of holding company — Interest in 
pending litigation. 
3. A stockholder of a holding company, objecting to a proposed distribu- 
tion of securities of the holding company as a liquidating dividend on the 
ground that this would prejudice her rights in a pending stockholder’s suit 
in Federal court, should not be permitted to intervene in a proceeding to 
obtain Commission approval for the liquidating dividend when it appears 
that the proposed intervener has had a full opportunity to bring forward 
any facts which might be helpful to the Commission and no purpose would 
be served by making the proposed intervener a party, but, on the other 
hand, delay or withholding approval of the proposed disposition would in 
effect amount to a temporary injunction in aid of the stockholder’s suit, 
p. 144. 
- (Franx, Commissioner, concurring except as to the denial of the intervention 
of Hortense I. Braunschweiger.) 


{March 25, 1938.] 
Los filed by holding company to reduce par value 
of outstanding common stock and to pay partial liquidating 
dividends out of capital surplus; approval granted. 
¥ 
By the Commission: Adeclaration Penn Western Gas & Electric Compa- 
has been filed with the Commission by ny, a registered holding company, pur- 
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suant to § 7 to reduce the par value 
of its presently outstanding common 
stock, and pursuant to Rule 12C-2 for 
approval of the payment of a partial 
liquidating dividend out of capital 
surplus. 

A hearing on this application was 
held after appropriate public notice 
and the Commission, after considering 
the record, makes the following find- 
ings: 

The declarant, Penn Western Gas 
& Electric Company, is a registered 
holding company whose assets consist 
principally of common stocks of the 
following subsidiaries : 

(1) Pennsylvania Gas & Electric 
Corporation, a registered holding com- 
pany which has 16 subsidiaries en- 
gaged in the manufactured and nat- 
ural gas business in Pennsylvania, 
New York, Massachusetts, Rhode Is- 
land, and Virginia. (Applicant owns 
100 per cent of the Class B Common 
stock) ; 

(2) American Railways Corpora- 
tion, a nonutility holding company 
with one subsidiary, which supplies 
transportation service in Dayton, 
Ohio (Applicant owns 100 per cent 
of the common stock) ; 

(3) Iowa Public Service Compa- 
ny, which is primarily an electric and 
gas utility company serving the cen- 
tral and western portion of Iowa; it is 
also a registered holding company. 
(Applicant owns 42.3 per cent of the 


common stock. The balance is owned 
by Sioux City Gas and Electric Com- 
pany) ; 

(4) Sioux City Gas and Electric 
Company, which is primarily an elec- 
tric and gas utility company, serving 
Sioux City, Iowa; it is also a regis- 
tered holding company. (Applicant 
owns 85.7 per cent of the common 
stock. The balance is owned by Iowa 
Public Service Company.) 

[1] The declarant, Penn Western 
Gas & Electric Company, had out- 
standing as of December 31, 1937, 
101,904 shares of common stock with 
a par value of $12 per share. There 
are no other securities outstanding 
and the corporation does not have any 
substantial creditors. The declarant 
now proposes to reduce the par value 
of its outstanding common stock from 
$12 to $5 per share and in this way 
to create a capital surplus of $713,328. 
This amount, added to $827,685 of 
capital surplus existing as of December 
31, 1937, would increase the total 
amount of the capital surplus to $1,- 
541,013. Applicant then proposes to 
pay a dividend with an assigned value 
of $1,099,426 out of such capital sur- 
plus. This dividend will consist of all 
of the Class B common stock of Penn- 
sylvania Gas & Electric Corporation, 
all of the common stock of American 
Railways Corporation, and all but a 
fractional portion of the common 
stock of Iowa Public Service Compa- 
ny.? 





1 The proposed dividend distribution will take place in the following manner : 


Company Security 
Pa. Gas & Elec, Corp. .sccccvece Cl 
pA Serer err ey Common 
jaune Pa... Serv. .Go. oossscasses Common 
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Consummation of the proposed 
transactions will enable applicant to di- 
yest itself of its “Eastern” subsidiary 
registered holding company ( Pennsyl- 
vania Gas & Electric Corporation) and 
of its “Ohio” nonutility holding com- 
pany subsidiary (American Railways 
Corporation). In addition, substan- 
tially all of its minority holdings of 
common stock of Iowa Public Service 
Company, a registered holding com- 
pany and a gas and electric utility com- 
pany subsidiary of Sioux City Gas 
and Electric Company will be dis- 
tributed to applicant’s stockholders. 
This divestment would leave applicant 
with but one direct subsidiary, name- 
ly, Sioux City Gas and Electric Com- 
pany, a registered holding company 
and a utility company. 

Section 12 (c) of the act, among 
other things, gives the Commission 
authority by order to regulate the pay- 
ment of dividends by a registered hold- 
ing company or subsidiary thereof so 
as to prevent the circumvention of the 
provisions of the act. In this con- 
nection the Commission has considered 
the question of whether or not the pro- 
posed partial liquidation will obstruct 
the carrying out of the provisions of 
§ 11. 

After consummation of the pro- 
posed transaction, declarant will con- 
tinue to be a holding company and the 
holdings retained by it will not, in all 
respects, satisfy the provisions of § 11 
(b). However, the severance of the 
“Eastern” holding company system, 
namely, Pennsylvania Gas & Electric 
Corporation, from the “Western” 
holdings of the system, is a distinct 
step toward meeting the requirements 
of § 11. In addition, the declarant 
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has satisfied the Commission that it 
intends, within a reasonable period of 
time, to eliminate certain intercompany 
holdings which now complicate the 
system and then to distribute the bal- 
ance of its holdings, including the 
stock of Sioux City Gas and Electric 
Company, to its own stockholders, 
and that thereupon Penn Western Gas 
& Electric Company will be dissolved. 
Without passing on the question of 
whether or not these suggested steps 
will completely satisfy the require- 
ments of § 11, we are satisfied that 
the transaction now before us will 
not be an obstacle to such further 
steps as may be necessary for that 
purpose. 

[2] Section 12 (c) (15 USCA 
§ 79e) also authorizes the Commis- 
sion to regulate the payment of divi- 
dends to the extent necessary or ap- 
propriate “to protect the financial in- 
tegrity of companies in holding-com- 
pany systems, to safeguard the work- 
ing capital of public utility companies” 
or “to prevent the payment of divi- 
dends out of capital or unearned sur- 
plus.” Since Penn Western Gas & 
Electric Company has no substantial 
debt and has only a single class of out- 
standing stock, the Commission is sat- 
isfied that the proposed distribution of 
some of its holdings in stock of sub- 
sidiary companies as a partial liqui- 
dating dividend as of unearned sur- 
plus does not require adverse action 
in the light of the requirements of § 
12 (c). 

The record discloses that two large 
stockholders of Penn Western Gas & 
Electric Company now own, control, 
or hold with power to vote, respective- 
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ly, approximately 24 per cent* and 
8 per cent * of the outstanding common 
stock of that company and will re- 
ceive corresponding percentages of the 
securities to be distributed. This sit- 
uation may raise the question under 
§ 2 (a) (7) (B) of the act of whether 
or not these large stockholders, or any 
of them, will directly or indirectly ex- 
ercise (either alone or pursuant to ar- 
rangement or understanding with one 
or more other persons) such a control- 
ling influence over the management or 
policies of any of the holding compa- 
nies above mentioned so as to make it 
necessary or appropriate in the pub- 


lic interest, or for the protection of . 


investors or consumers, that such per- 
sons be subject to the obligations, du- 
ties, and liabilities imposed in the act 
upon holding companies. This ques- 
tion is not now before us. 

[3] An application to be made a 
party in this matter was filed by Hor- 
tense I. Braunschweiger. While this 
application for intervention is general 
in its scope, the position taken by the 
proposed intervener at the hearing in- 
dicates that the intervener’s objections 
are confined to the proposed distribu- 
tion of securities as a liquidating divi- 
dend, and that no specific objection is 


made to the proposed reduction in par 
value of declarant’s outstanding com- 
mon stock. The proposed intervener 
is the complainant in a stockholder’s 
suit now pending in the United States 
district court for the district of Dela- 
ware, in which complainant, as a stock- 
holder of Penn Western Gas & Elec- 
trict Company, seeks to assert the al- 
leged cause of action of Penn Western 
Gas & Electric Company as a stock- 
holder of Pennsylvania Gas & Electric 
Corporation to set aside a contract be- 
tween Pennsylvania Gas & Electric 
Corporation and Atlantic Company, 
a former subsidiary of that corpora- 
tion. It is urged by the proposed in- 


tervener that her right to -prose- 
cute this equity suit may be terminat- 
ed if she receives her pro rata share 
of the Pennsylvania Gas & Electric 
Corporation stock which declarant pro- 
poses to distribute.* 

Declarant disputes the contention 


that the proposed distribution of Penn- 
sylvania Gas & Electric Corporation 
stock will prejudice the complainant's 
rights to maintain the Federal equity 
suit and has represented that it will 
waive any right to raise any objection 
based on Federal Equity Rule No. 27 
The complaint filed in the equity suit 





2A. C. Allyn directly held, as of February 
4, 1938, 3,714 shares of Penn Western Gas & 
Electric Company common stock, and also held 
legal title to 1,370 shares and 748 shares for 
two trusts. Nelle Allyn, wife of A. C. Allyn, 
owned directly 2,276 shares. Artnell Company 
and A. C. Allyn & Co., Inc., both of which are 
controlled by A. C. Allyn, owned directly re- 
spectively 2,407 and 10,136 shares of Penn 
Western common stock. 

8 Ray P. Stevens held directly as of Febru- 
ary 4, 1938, 5,050 shares of Penn Western Gas 
& Electric Company common stock. Good- 
body & Company, as nominee for Utilities As- 
sociates, Inc., which is controlled by Ray P. 
Stevens, held directly 3,203 shares. 

#The stockholders’ action which is now 
pending in the United States district court 
for the district of Delaware is subject to 
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Federal Equity Rule No. 27 of the United 
States Supreme Court. This rule provides: 
“Every bill brought by one or more stock- 
holders in a corporation against a corporation 
and other parties founded on rights, which 
properly may be asserted by the corporation, 
must be verified by oath and must contain an 
allegation that the plaintiff was a shareholder 
at the time of the transaction of which he 
complains. . . .” 

5 The declarant has suggested that Federal 
Equity Rule No. 27 does not destroy the pro- 
posed intervener’s cause of action for two 
reasons, First, because it is not the purpose 
of this equity rule to destroy a cause of ac- 
tion where the stockholder ore changes 
his position from that of a stockholder in the 
holding company to that of a stockholder in 
the subsidiary directly affected by the act in 
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has been received as an exhibit in this 
case and indicates that complex ques- 
tions of fact are involved. The Com- 
mission could not finally determine 
either the merits of the controversy 
involved in the equity suit or the ef- 
fect of the proposed distribution on 
the complainant’s right to maintain 
the suit, and has not undertaken to 
do so even tentatively. In our opin- 
ion both these questions should be left 
to the court in which the action is now 
pending. In urging us to delay, or 
withhold, our approval of the pro- 
posed disposition because of the possi- 
ble effect this may have on the pending 
litigation, the proposed intervener is 
in effect requesting a temporary in- 
junction in aid of her suit. Our order 
will not prejudice the right of the 
plaintiff to obtain such interlocutory 
relief in the Federal court if she can 
show that the equities of the situation 
entitle her to such relief. 

Section 19 of the act (15 USCA 
§ 79s) provides in part that the Com- 
mission shall admit as a party any 
interested state authority, “and may 
admit as a party any representative of 
interested consumers or security hold- 
ers, or any other person whose partici- 
pation in the proceedings may be in the 
public interest or for the protection of 
investors or consumers.” The trial 
examiner, before whom the hearing 
in this matter was held, permitted 
counsel for the proposed intervener 
to introduce any evidence desired and 


to cross-examine the witnesses of the 
declarant, but reserved for the deter- 
mination of the Commission the ques- 
tion of whether or not she should be 
admitted as a party. The Commission 
is satisfied that the proposed intervener 
has had a full opportunity to bring for- 
ward any facts which might be helpful 
to the Commission in discharging its 
responsibilities in connection with this 
application. Therefore since no pur- 
pose will be served by making the pro- 
posed intervener a party in this mat- 
ter an order will issue denying her ap- 
plication.® 

Section 7 (e) states that the Com- 
mission shall permit a declaration re- 
garding a change in the rights of a 
security holder to be effective unless 
the Commission finds that such change 
will result in unfair distribution of 
voting power or is otherwise detri- 
mental to the public interest or to the 
interest of investors or consumers. 
Changing the par value of the common 
stock of the declarant from $12 to 
$5 per share will not alter the voting 
power, or otherwise adversely affect 
the interest of investors or consumers. 
Its only effect will be to create $713,- 
328 of capital surplus which is to be 
used in part, together with that already 
in existence, for payment of the pro- 
posed partial liquidating dividend. 

In order to effectuate the change in 
the par value of the common stock of 
the declarant it will be necessary for 
Penn Western Gas & Electric Compa- 





question, And second, because Federal Equity 
Rule No. 27 preserves such a cause of action 
in cases where the stock descends to the plain- 
tiff stockholder by “operation of law,” and 
it may be that in the present case the stock 
of Pennsylvania Gas & Electric Corporation 
descended to the stockholders of Penn West- 
ern Gas & Electric Company by operation of 
law within the meaning of this provision. 


[10} 
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6 It was suggested by the intervener that if 
she were not made a party it might prejudice 
her right of appeal. Section 24 (15 USCA § 
79x) gives the right of appeal to any person 
“aggrieved by an order issued by the Com- 
mission.” Whether or not the proposed in- 
tervener is such a person is a question to be 
decided by an appellate court. 
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ny to comply with the Delaware Cor- 
poration statutes.’ No other state 
securities commission or state Utilities 
Commission has informed: the Com- 
mission that the proposed transaction 
was subject to its jurisdiction. The 
declaration pursuant to § 7 shall be 
permitted to become effective subject 
to the condition that the declarant com- 
plies with the provisions of the Dela- 
ware statutes regarding the reduction 
of par value. 

The order of the Commission in this 
matter will be subject to the condition 
that the declarant submit to the Com- 
mission for its approval copies of all 
letters or communications to be sent 
to the stockholders of the declarant 
in an attempt to secure the approval of 
this transaction. Such copies of let- 
ters or communications should be filed 
with this Commission at least ten 
days preceding the date on which they 
are to be sent to such stockholders. 

An appropriate order will issue. 

By the Commission, Frank, Com- 
missioner, concurring except as to the 
denial of the intervention of Hortense 
I. Braunschweiger. 


ORDER 


An application having been filed 
with the Commission by Hortense I. 
Braunschweiger asking to be made a 
party to the above-named proceeding ; 

A hearing was held on such appli- 
cation in connection with the hearing 
on the declaration filed with the Com- 
mission by Penn Western Gas & Elec- 
trict Company at which time the pro- 
posed intervener was permitted to pre- 
sent evidence and to cross-examine the 
witnesses of the declarant; the Com- 





7See §§ 26 and 28, Delaware Corporation 
Law. 
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mission now having examined the ap- 
plication filed by the proposed inter- 
vener ; and having made and filed its 
findings with respect thereto: 

It is ordered that the application of 
Hortense I. Braunschweiger asking 
to be made a party to the above-named 
proceedings be and hereby is denied, 


ORDER 


Penn Western Gas & Electric Com- 
pany having filed a declaration with 
this Commission pursuant to the pro- 
visions of § 7 of the Public Utility 
Holding Company Act for the reduc- 
tion in the par value of its outstanding 
common stock from $12 to $5 per 
share, and pursuant to Rule 12 C-2 for 
the declaration of a partial liquidating 
dividend to be paid out of the capital 
surplus created through the reduction 
of the par value of the outstanding 
common stock ; 

A hearing having been duly held 
after appropriate notice, and the rec- 
ord in this matter having been exam- 
ined, and the Commission having made 
and filed its findings herein: 

It is ordered that the declaration 
reducing the par value of the common 
stock from $12 to $5 per share be and 
the same hereby is approved subject to 
the condition that the declarant file 
with the Commission a_ statement 
showing compliance with the terms 
with Delaware Corporation Laws and 
subject to the further condition that 
such reduction in the par value of com- 
mon stock be effected in accordance 
with the terms and conditions and for 
the purposes represented by such dec- 
laration : 

It is further ordered that the appli- 
cation pursuant to Rule 12 C-2 for 
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the approval of a partial liquidating such dividend shall not be declared or 
dividend to be paid out of capital sur- paid except in accordance with, and 
plus be and the same hereby is ap- for the purposes represented by, such 
proved subject to the condition that application. 





MISSOURI PUBLIC SERVICE COMMISSION 


Re Central Distributing Company 


[Case No. 9496.] 


Commissions, § 31 — Jurisdiction — Construction of statute. 
1. The Commission, although it is not a court and does not possess the 
prerogatives of a judicial tribunal, must construe sections of the General 
Regulatory Act in order that it may properly function as a regulatory 
body, p. 150. 

Commissions, § 17 — Jurisdiction — ‘Statutory authority. 
2. The only power or authority that the Commission has is that conferred 
upon it by statute, p. 150. 

Security issues, § 1 — Nature of promissory note — Payment on demand — Con- 
ditional payment of interest. 
3. An instrument providing that the signer shall pay a designated amount 
on demand and shall pay interest from income available for payment is a 
demand promissory note, and the inhibition as to payment of interest un- 
less earned does not and cannot in any way affect the tenure of the promis- 
sory note or the date of payment of the same, p. 151. 

Security issues, § 39 — Authorization by Commission — Demand note. 
4. Approval of authority to issue a demand promissory note to renew a 
short-term note does not come within the purview of a statute authorizing 
the Commission to approve the issuance of notes payable at periods of more 
than twelve months after the date thereof, when necessary for certain 
specified purposes, and providing that a corporation may issue notes pay- 
able at periods of not more than twelve months without Commission con- 
sent, p. 151. 


Statutes, § 11 — Construction. 
5. The legislative intent of a statute is to be obtained primarily from the 
language used in the statute, and where the language of the statute is plain 
and unambiguous there is no occasion for construction, p. 151. 


[March 9, 1938.] 
y geen: for authority to issue a demand promissory 
note; dented. 
¥ 
ANDERSON, Commissioner: This on behalf of the Central Distributing 
cause of action is an application filed Company, a Delaware corporation, 
147 23 P.U.R.(N.S.) 
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duly organized and existing according 
to law, and is duly authorized to trans- 
act business in the state of Missouri 
as a foreign corporation in the buying, 
selling, and distribution of oil, gas, 
petroleum, and their products and by- 
products, the acquisition, construction, 
ownership, and operation of pipe-line 
distribution systems and necessary ap- 
purtenances and facilities for the trans- 
portation, transmission, and distribu- 
tion of natural gas through pipe lines. 
The applicant in this cause of action 
asks the approval of the Commission 
for authority authorizing the appli- 
cant to execute and deliver its demand 
promissory note to an affiliated com- 
pany in the sum of $250,000. 

This cause was set for a hearing by 
the Commission at its hearing room 
in Jefferson City, Missouri, on Feb- 
ruary 14, 1938, on which date there 
was a hearing had before a member of 
the Commission, after the interested 
parties had been notified of the time 
and place of said hearing. The ap- 
pearance on behalf of the applicant was 
by counsel. 

The evidence in this cause was to 
the effect that the applicant company is 
duly and legally authorized to trans- 
act business in the state of Missouri 
as a foreign corporation in the sale 
and distribution of natural gas, and 
that it owns and operates as a public 
utility natural gas distribution plants in 
certain municipalities located in the 
state of Missouri and also in the state 
of Kansas. The applicant company 
acquired the assets and the property 
of the Central States Utility Company 
subject to all the liabilities on Decem- 
ber 31, 1934. The predecessor of the 
applicant company had become indebt- 
ed to its parent company, the Panhan- 
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die Eastern Pipe Line Company, for 
cash advances made to the Central 
States Gas Utilities Company from 
time to time as required, the predeces- 
sor company to carry out the acquisi- 
tion or construction of gas distribution 
plants in the majority of the municipal- 
ities that are served by the applicant 
company at the present time, which in- 
debtedness was assumed by the ap- 
plicant company. This indebtedness 
was carried on the applicant company’s 
books as an open account up to the 
28th day of February, 1937, on which 
date the applicant, the Central Dis- 
tributing Company, executed and de- 
livered to its affiliated company, the 
Panhandle Eastern Pipe Line Compa- 
ny, its promissory note in the principal 
amount of $250,000 in part payment 
of its open account indebtedness to that 
company which had been cash ad- 
vanced from time to time to the appli- 
cant company’s predecessor and to 
the applicant company for the purpose 
as heretofore set out. The promissory 
note that was executed and delivered 
by the applicant company on the 28th 
day of February, 1937, to its affiliated 
company became due and matured on 
February 1, 1938. At this time the 
applicant desires to renew the same by 
the issuance of a demand promissory 
note to the Panhandle Eastern Pipe 
Line Company in the principal amount 
of $250,000, the said demand promis- 
sory note to be dated January 1, 1938, 
payable on demand with interest there- 
on payable quarterly at a rate not ex- 
ceeding 6 per cent per annum. The 
said interest payment is to be made 
only from the net income of the appli- 
cant company after all taxes and de- 
preciation reserve have been paid or ac- 
counted for. The promissory note 
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that the applicant company proposes 
to issue is as here set out: 
“$250,000 January 1, 1938. 
“For value received, Central Distrib- 
uting Company, a Delaware corpora- 
tion, promises to pay to the order of 
Panhandle Eastern Pipe Line Com- 
pany, on demand, the principal sum of 
$250,000, with interest on such princi- 
pal sum, payable quarterly, at such 
rate not exceeding 6 per cent per an- 
num, as shall be possible of payment 
from the income of said Central Dis- 
tributing Company, for the then cal- 
endar year, available for the payment 
of such interest, after providing for 
all other charges against such income. 
“Both principal and interest of this 
note are payable at the principal office 
of City Bank Farmer’s Trust Com- 
pany, in the borough of Manhattan, 
city and state of New York. 
“Central Distributing Company 
“By 





“President 





“Treasurer” 

There was offered in evidence ap- 
plicant’s Exhibit A, which was a bal- 
ance sheet showing the assets and lia- 
bilities of the applicant company. This 
exhibit showed an investment and 
fixed capital of $445,891.70. Of that 
amount in fixed capital the sum of 
$150,954.54 is represented by property 
situated in the state of Kansas. The 
sum of $245,959.43 is represented by 
property situated in the state of Mis- 
souri, and the balance of said invest- 
ment, to wit: the sum of $42,118.94, 
remains undistributed on the appli- 
cant’s books. Exhibit A is as here 
set out, which shows the fixed capital 
of the applicant company. 
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CENTRAL Distrisutinc ComPANY 
Balance Sheet—November 30, 1937 


Fixed capital 
Current assets: 
Cash in banks 
Accounts receivable— 
customers 
Accounts receivable— 


215.98 
$20,550.95 


Less—reserve for un- 
collectible accounts 


Material and supplies 
Special deposits 
Deferred charges: 
Contingent interest ex- 
pense 
Retirement 
progress 
Other deferred charg- 


work 


2,554.75 
Total assets 
Liabilities 
Capital stock: 

Common stock—100 shares no 
par authorized and outstand- 
ing 

Current and accrued liabilities : 

Accounts payable ... $14,836.01 

Accrued taxes 4,269.08 

Accrued interest .... 9,000.00 

Other current liabili- 


Advances from affiliated company : 
Notes payable $250,000 
Loans payable 


Deferred liabilities : 

Customer’s service de- 

posits $2,410.00 
Line extension depos- 

its 1,553.00 
Contingent 

payable 2,500.00 
Other deferred lia- 

bilities 


Reserves : 
Retirement 
newals 
Injuries and damages 


and 


Earned surplus 


Total liabilities 
23 P.U.R.(N.S.) 
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There was also offered in evidence 
applicant’s Exhibit B which was a copy 
of a resolution passed by the board of 
directors of the applicant company au- 
thorizing the president or vice presi- 
dent, and the treasurer or the secretary 
of the company to execute and deliver 
on behalf of the applicant company its 
unsecured promissory note dated Jan- 
uary 1, 1938, payable on demand at 
the order of its affiliated company, the 
Panhandle Eastern Pipe Line Com- 
pany, in the principal amount of $250,- 
000, with interest thereon payable 
quarterly at such rate not exceeding 
6 per cent per annum, but the interest 
payment only to be made out of net 
income after the payment of all taxes 
and depreciation reserve. There was 


also offered in evidence applicant’s 
Exhibit C which was a statement of 
the income of the applicant company 
for the year ending December 31, 


1937. The total operating revenue 
was shown to be $204,461.40. Oper- 
ating expenses and taxes $158, 896.34. 
Total operations, expenses and taxes 
$177,693.30. Net earnings from op- 
eration $22,768.10. Income from oth- 
er than operations 28 cents. Thereby 
leaving available net earnings before 
interest deductions of $22,768.38. The 
total interest deductions being $16,- 
924.54 and of this amount $16,538.88 
was paid to the parent company, there- 
by leaving a net income of $5,843.84. 


[1, 2] In the instant cause of action 
we reach the vital or pertinent question 
which is whether or not the Commis- 
sion should approve or give its consent 
to the issuance of a demand promis- 
sory note as requested by the applicant 
company. The promissory note that 
the applicant company wishes to issue 
is as set out in the application, which 
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note provides payment of the same to 
the order of the Panhandle Eastern 
Pipe Line Company on demand in the 
principal sum of $250,000. It is evi- 
dent that the instrument that the ap- 
plicant company wishes to execute is a 
negotiable promissory note as the same 
meets the requirements for a negotia- 
ble instrument as provided by § 2630 
Rev. Stats. Mo. 1929. Since the in- 
strument in question provides for pay- 
ment upon demand it is evident under 
§ 2636 Rev. Stats. Mo. 1929 that it 
is a promissory note payable on de- 
mand, as under that section of the stat- 
ute an instrument is payable on demand 
where it is expressed to be payable on 
demand or at sight or on presentation 
or when the instrument itself does not 
provide or express any time for pay- 
ment of the same. Since the proposed 
promissory note that the applicant 
company wishes to obtain the consent 
and approval of is a demand promis- 
sory note it is obligatory upon this 
Commission to determine whether or 
not this regulatory body is endowed 
with the power as a matter of law to 
authorize the issuance of the same by 
the applicant company. For the Com- 
mission to properly determine the same 
it is necessary for it to consider certain 
pertinent sections of the General Reg- 
ulatory Act, pertaining to the authority 
that the Commission has as a matter of 
law. While it is true the Commission 
is not a court and does not possess the 
prerogatives of a judicial tribunal but 
for it to properly function as a regula- 
tory body, it is necessary for it to 
construe certain sections of the General 
Regulatory Act. A mere perusal of 
certain pertinent sections of the Gen- 
eral Regulatory Act shows that the 
Commission is a creature of statute and 
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therefore must travel only in a stat- 
utory orbit or, in substance, the only 
power or authority that the Commis- 
sion has is that conferred upon it by 
statute. 

[3-5] Under § 75 of the General 
Regulatory Act, § 5196 Rev. Stats. 
Mo. 1929, the Commission as a regula- 
tory body is endowed with the power 
to grant its approval of the issuance of 
stocks, bonds, notes, or other forms of 
indebtedness of a gas corporation, elec- 
tric corporation, or water corporation 
organized or existing or hereinafter 
incorporated under or by virtue of the 
laws of this state. That section con- 
tains a proviso to the effect that any of 
the aforesaid mentioned public utilities 
may issue stocks, bonds, notes, or other 
evidence of indebtedness payable at 
periods of more than twelve months 
after the date thereof when necessary 
for the acquisition of property, the 
construction, completion, extension, or 
improvement of its plant or distribu- 
tion system, or for the improvement 
or maintenance of its service or for the 
discharge or lawful refunding of its 
obligations or for the reimbursement 
of moneys actually expended from in- 
come, or from any other moneys in 
the treasury of the corporation not 
secured or obtained from the issue of 
stocks, bonds, notes, or other evidence 
of indebtedness of such corporation, 
within five years next prior to the filing 
of an application. 

Relative to the issues involved in the 
case at bar there was proof to the ef- 
fect that the demand promissory note 
for the amount of $250,000 that the 
applicant company wishes authority 
from this Commission to issue is in 
payment of a promissory note that was 
made for the payment of the construc- 
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tion and improvement of certain dis- 
tribution systems for the distribution 
of natural gas in municipalities, located 
in both the state of Missouri and the 
state of Kansas, but the note that the 
applicant company wishes to issue is a 
demand note which note provides that 
the same is payable at any time chosen 
or directed by said payee and in view of 
the fact that it is a promissory note it 
necessarily follows that said instru- 
ment is negotiable as it meets the re- 
quirements of the negotiable instru- 
ment law as provided by Art. 1, Chap. 
13, Rev. Stats. Mo. 1929, entitled 
Bills and Notes. In view of the fact 
that the demand promissory note that 
the applicant company is seeking ap- 
proval of this Commission for author- 
ity to issue is a demand note it is nec- 
essary for this Commission as a reg- 
ulatory body to further consider § 75 
of the General Regulatory Act (Rev. 
Stats. Mo. 1929, § 5196) as there is a 
proviso in that section to the effect that 
“such gas corporation, electrical cor- 
poration, or water corporation may is- 
sue notes, for proper corporate pur- 
poses and not in violation of any pro- 
vision of this or any other law, pay- 
able at periods of not more than twelve 
months without such consent; but no 
such notes shall, in whole or in part, 
directly or indirectly, be refunded by 
any issue of stock or bonds or by any 
evidence of indebtedness running for 
more than twelve months without the 
consent of the Commission.” 

It is evident under the aforesaid 
mentioned section that the law cast 
a duty on the Commission which duty 
the Commission must determine in 
order that it can properly function as 
a regulatory body. 

The proviso heretofore quoted 

23 P.U.R.(N.S.) 
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under the aforesaid mentioned sec- 
tion certainly must be treated as 
a negative provision in the law or, 
in substance, it certainly was the 
intent of the general assembly that 
the public utilities which come with- 
in the proviso of § 75 of the Gen- 
eral Regulatory Act should retain the 
privilege and power in the issuance of 
securities when the tenure of said se- 
curities were payable at periods of not 
more than twelve months and that the 
issuance of the same could be done 
without authority from the Commis- 
sion. As a matter of law it is true that 
the demand promissory note that the 
applicant wishes to issue contains a 
provision to the effect that the interest 
shall not be paid unless earned by the 
applicant company. Regardless of 


this provision it must be said that the 
proposed instrument is a demand 
promissory note and that the inhibi- 
tion as to the payment of interest does 


not and cannot in any way affect the 
tenure of said promissory note or the 
date of payment of the same. 

If the above proviso is to be accord- 
ed its plain and obvious meaning it is 
evident that the approval of the au- 
thority sought by the applicant com- 
pany does not come within the pur- 
view of the statute because as a mat- 
ter of law the legislative intent of any 
given statute is to be obtained pri- 
marily from the language used in the 
statute. Grier v. Kansas City, C. C. 
& St. J. R. Co. (1921) 286 Mo. 523, 
228 S. W. 454; St. Louis & I. M. R. 
Co. v. Clark (1873) 53 Mo. 214. 
Further, where the language of the 
statute, as in the section heretofore 
quoted, is plain and unambiguous, 
there is no occasion for construction. 
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State ex rel. Cobb v. Thompson 
(1928) 319 Mo. 492, 5 S. W. (2d) 
57; Donaldson v. Donaldson (1913) 
249 Mo. 228, 155 S. W. 791; Reay 
v. Elmira Coal Co. (1930) 225 Mo, 
App. 102, 34 S. W. (2d) 1015. 

Since the phraseology of the stat- 
ute in the proviso as heretofore set 
out in § 75 of the General Regulatory 
Act, § 5196 Rev. Stats. Mo. 1929, is 
so plain and unambiguous that there is 
no room for statutory construction, it 
necessarily follows that the effect giv- 
en the statute should be accorded their 
plain and obvious meaning. United 
States v. Standard Brewery (1920) 
251 U. S. 210, 64 L. ed. 229, 40 S. 
Ct. 139; Betz v. Kansas City S. R. Co. 
(1926) 314 Mo. 390, 284 S. W. 455. 

If the applicable provisions of the 
General Regulatory Act are to be ac- 
corded their plain and obvious mean- 
ing it would necessarily follow that 
the authority requested by the appli- 
cant in the instant case could not be 
lawfully or legally granted by the Com- 
mission as it certainly was not the in- 
tent of the general assembly in the 
passage of § 75 of the General Regu- 
latory Act to cover or bring within 
the purview of that section the issu- 
ance of securities as requested in the 
instant application, and further it is 
an attempted form of issuance of se- 
curities to which this Commission 
should not lend its countenance of ap- 
proval. 

Wherefore, an order expressing the 
views as heretofore announced will 
accordingly be so issued. 

James, Chairman, and Nortoni and 
Ferguson, Commissioners, concur; 
Boyer, Commissioner, absent. 
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210 E. 68TH ST. CORP. v. CONSOLIDATED EDISON CO. OF N. Y., INC. 


NEW YORK DEPARTMENT OF PUBLIC SERVICE, STATE DIVISION, 
PUBLIC SERVICE COMMISSION 


210 East 68th Street Corporation 


Consolidated E distin Company of 
New York, Incorporated 


[Case No. 9409.] 


Service, § 320.1 — Electric — Breakdown or auxiliary — Demand limiting 
switches — Alternating and direct current. 
1. Installation of demand limiting switches on the alternating current and 
direct current services of a private plant owner who submeters alternating 
current to tenants, to limit the demand usage on each type of service to the 
amounts specified in the service contract, is proper under rules for break- 
down and auxiliary service which provide that when a customer submeters 
or sells electricity and makes a separate charge therefor, alternating current 
will be available up to a demand specified in the contract, limited by an 
automatic demand switch, and which provide a similar restriction on direct 
current service ; a single demand limiting switch would not properly control 
the demand on each type of service, p. 154. 
§ 328 — Electric — Generator capacity — Power factor — Name-plate 
rating. 
2. A power factor to be universally applied in all cases for the purpose 
of determining continuous capacity of private generating plants is properly 
derived from the manufacturer’s name-plate rating, p. 154. 


[February 23, 1938.] 
Prerseweit by user of breakdown and auxiliary electric 
service in apartment building against rules, regulations, 


and practices of electric utility; complaint dismissed and rule 
modified. 


¥ 


APPEARANCES: Whitman, Ran- 
som, Coulson & Goetz (by Richard 


hearing in the above-entitled action 
was held before me at the New York 


Joyce Smith), New York city, Attor- 
neys for Consolidated Edison Com- 
pany of New York, Inc.; Percival R. 
Moses, New York city, Consulting 
Expert, 210 East 68th Street Corpo- 
ration. 


Van Names, Commissioner: A 
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office of the Commission on the 20th 
day of December, 1937, the above 
named appearing. 


General 


Under date of September 30, 1937, 
the 210 East 68th Street Corporation 
23 P.U.R.(N.S.) 
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(hereinafter referred to as the com- 
plainant) addressed a letter. of com- 
plaint to the Commission which, in 
substance, challenged the interpreta- 
tion made by the Consolidated Edison 
Company of New York, Inc. (here- 
inafter referred to as the company), 
respecting the application of certain 
special provisions in the rate classi- 
fication of the company and the con- 
tract for the supply of breakdown and 
auxiliary service to the complainant. 

[1, 2] The premises of the com- 
plainant is described as a 17-story 
apartment house located at the corner 
of Third avenue and 68th street, New 
York city. To provide electric energy 
for the use of tenants and his general 
building requirements, the complain- 
ant operates a private plant installed 
about November, 1934, which consists 
of a steam engine directly connected to 
an A. C. generator (capacity rating 93.8 
kilovolt amperes, 70.35 kilowatts at 
75 per cent power factor) and a D. c. 
generator (40-kilowatt capacity). The 
output of the p. c. generator supplies 
the general building requirements, 
such as the operation of elevators, 
pumps, etc. The output of the a. c. 
generator supplies energy for light- 
ing, operation of tenants’ refrigera- 
tors, and is in part submetered to ten- 
ants of the complainant. 


Facts and Conditions Leading to the 
Complaint 


On January 15, 1937, the complain- 
ant signed a contract with the com- 
pany for the supply of breakdown and 
auxiliary service on the basis of filed 
service classification No. 7. The con- 
tracted demand appearing in this con- 
tract is 80 kilowatts which covers A. Cc. 
and p. c. requirements of 50 kilowatts 
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and 30 kilowatts, respectively. The 
complainant, however, disclaims that 
the distribution of A. c. and D. c. re- 
quirements (50 kilowatts and 30 kilo- 
watts) was suggested or made by him 
and claims that this division of load 
was made under protest. 

The fifth and sixth paragraphs of 
the Special Provisions of service clas- 
sification No. 7 prescribes limitations 
as to the extent that demand for break- 
down and auxiliary service is avail- 
able when certain specific conditions 
exist. A quotation of these paragraphs 
follows: 

“When the customer under this 
agreement is engaged in submetering 
or reselling electric energy and makes 
a separate and distinct charge there- 
for, alternating current service (sub- 
ject to the limitations set forth under 
‘Charter of Service’ herein) will be 
available only up to the demand 
specified in the application for service 
which demand shall not exceed the 
rated capacity of the private electric 
generating plant; and in such case the 
company will install, at a point conven- 
ient to the service switch an automatic 
maximum demand switch which will 
open the circuit should the demand 
of the customer exceed the demand 
specified in his application for service. 

“When direct current service (sub- 
ject to the limitations set forth under 
‘Character of Service’ herein) is sup- 
plied under this agreement, such serv- 
ice will not be furnished in excess of 
the capacity of the company’s mains, 
facilities, and service at such location 
at the time the service is applied for, 
with the further limitation that, when 
the customer is engaged in submeter- 
ing or reselling electric energy and 
makes a separate and distinct charge 
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therefor, direct current service will be 
available only up to the demand speci- 
fied in the application for service which 
demand shall not exceed the rated ca- 
pacity of the private electric generat- 
ing plant; and in each case, the com- 
pany will install, at a point convenient 
to the service switch, an automatic 
maximum demand switch which will 
open the circuit should the demand of 
the customer exceed the demand speci- 
fied in his application for service.” 
Following what it construed to be 
the intent of the Commission’s opin- 
ion in Case No. 8622 (16 P.U.R. 
(N.S.) 120; 11 P.U.R.(N.S.) 109) 
and the provisions of the above 
quoted paragraphs the company in- 
stalled demand limiting switches 
on the a. c. and D. Cc. services 


to limit the demand usage on each 
type of service to the amounts speci- 
fied in the contract signed by the 
complainant. The demand charge for 


this service is based on 80 kilowatts or 
the summation of the separate A. C. 
and p. c. demands in the contract. The 
energy consumption of the two serv- 
ices is, however, combined and the 
charges therefor computed on that 
basis. The reason given for the latter 
procedure is that since firm service 
customers supplied with dual service 
(a. c. and D. c.) are billed on the basis 
of the combined energy use, the com- 
pany feels that the benefits of this prac- 
tice should also be available to break- 
down customers who contract for both 
types of service. 

Mr. Moses, appearing as representa- 
tive of the complainant, stated that 
the “demand contracted for of 80 kilo- 
watts is the coincident maximum de- 
mand which we estimate will be re- 


155 


quired.” The figure of 50 kilowatts 
for a. c. and 30 kilowatts for pb. c. 
are inferentially the estimated respec- 
tive demands at the period when the 
coincident maximum demand occurs. 
If any diversity exists between the 
A. Cc. and p. c. loads, the D. c. or A. C. 
will be at its maximum at some period 
other than the one at which the mazi- 
mum coincident demand occurs. If 
this maximum is higher than the set- 
ting of the demand limiting switches 
(in this case 50 kilowatts for a. c. and 
30 kilowatts for p. c.) the load will be 
disconnected from the source of sup- 
ply. The contention of Mr. Moses is 
that to provide for reasonable require- 
ments, this practice would necessitate 
contracting for a demand higher than 
the coincident which demand would be 
equivalent to the sum of the a. c. and 
D. C. noncoincident maximum de- 
mands. This practice he further con- 
tends subjects his client to higher de- 
mand charges compared to those of a 
customer (wholly a. c. or D. Cc.) who 
contracts for the same quantity of de- 
mand. 

Later in the testimony Mr. Moses 
argued that one limiting switch set to 
the value of the coincident demand of 
the a. c. and D. Cc. service is all that is 
necessary. In this case it is important 
to note that control of demands on 
each type of service would be lacking. 
This appears fully substantiated by 
the following statement made by Mr. 
Moses : : 

ng! When you ask me whether 
our client asks the right to use 80 kilo- 
watts of a. c. I answered Yes, if at 
the same time he used no p. c., but the 
demand must not exceed 80 for both 


services.” 
23 P.U.R.(N.S.) 
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It was, however, conceded that a de- 
mand limiting switch on the D. c. 
service set at 40 kilowatts would be a 
reasonable limitation. 


Compromise Suggestions Offered by 
Mr. Moses 


In his memorandum of December 
30th Mr. Moses has offered the fol- 
lowing alternative suggestions: 

(1) That one demand limiting 
switch be installed which shall be set 
at the contracted demand which shall 
not be less than 80 per cent of the 
sum of the a. c. and pD. c. noncoinci- 
dent maximum demands (page 9). 

(2) If the Commission considers it 
necessary that a demand limiting 
switch shall be installed on the a. c. 
service, it shall be set at figures equiva- 
lent to the half-hour capacity of the 
A. C. generator (page 8). If the Com- 
mission considers that such a device 
is necessary, on the D. C. service, it 
shall be set at a figure not exceeding 
the available p. c. facilities (page 7). 

That the complainant submeters a. 
c. electric energy is not disputed. The 
special provisions in Service Classifi- 
cation No. 7 provide that when a cus- 
tomer submeters A. Cc. electricity a de- 
mand limiting switch shall be installed 
to restrict the demand to the amount 
contracted for which shall not exceed 
the rated capacity of the private plant. 
In the application of these provisions, 
the company has construed “capacity” 
‘to be the continuous capacity or the 
maximum load a generator will deliv- 
er continuously without exceeding any 
established limits of temperature rise. 
This capacity was usually based on 
data appearing on the “name plate” 
affixed to the generator. 


Comment on Proposals Suggested by 
Mr. Moses 


The proposal to install a single de- 
mand limiting switch set at 80 per cent 
of the combined a. c. and p. c. de- 
mands is a proposal that cannot be 
reconciled with the opinion of the 
Commission in Case No. 8622, supra. 
The continuous capacity of the com- 
plainant’s a.c. generating plant at 
unity power factor is 93.8 kilovolt am- 
peres. At the average power factor 
of 85 per cent in periods of heavy load 
the capacity is approximately 80 kilo- 
watts. The capacity of the p. c. plant 
is reported to be 40 kilowatts with a 
momentary load of 80 kilowatts allow- 
able. Assuming that the complainant 
contracts for 96 kilowatts or 80 per 
cent of 120 kilowatts (80 kilowatts a. 
c. and 40 kilowatts p. c.) and a single 
demand switch is set to 96 kilowatts 
was installed, what latitude would the 
complainant have in the use of de- 
mand? Since the demand limiting 
switch would only open at that point 
where the coincident A. c. and p. c. de- 
mands exceed 96 kilowatts it is evi- 
dent that control of demand usage on 
each type of service is lost. Clearly 
the complainant could have available 
96 kilowatts for the supply of A. c¢. 
service if the D. C. service is not in use 
and an analagous condition would pre- 
vail with respect to the supply of b. c. 
service. In the case of p. c. plant the 
maximum of 96 kilowatts available 
amounts to over twice the continuous 
capacity of 40 kilowatts and 16 kilo- 
watts greater than the momentary ov- 
erload capacity of 80 kilowatts. For 
the a. c. plant, it is 16 kilowatts above 
80 kilowatts considered to be the “con- 
tinuous capacity” of the a. c. genera- 
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tor at 85 per cent power factor. While 
the foregoing examples illustrate the 
extreme of what could occur and it is 
not a reasonable expectation that this 
condition would be reproduced in ac- 
tual operations, other instances can 
occur where the actual demands on ei- 
ther type of service may exceed the 
demand specified in the application for 
service or the capacity of the generat- 
ing unit. 

If the character of the A. c. and D. c. 
loads of the complainant are coinci- 
dent, that is a diversity factor of unity 
(as indicated in the proceeding), and 
if the demand charges are based on 
80 per cent of the sum of the a. c. and 
p. c. demands as suggested by the com- 
plainant, he would actually be securing 
breakdown and auxiliary service for 
less than he would pay if he contract- 
ed separately for his a. C. and D. C. re- 
quirements. The same condition is 
also true if his a. c. and p. c. demands 
are noncoincident. 

In his memorandum of December 
30th, Mr. Moses submitted data in the 
form of daily log sheets which purport 
to reflect operating conditions in the 
complainant’s private plant on Decem- 
ber 2, 17, 18, 19, 24, and 31, 1936. 
Load curves were also submitted based 
on the data appearing in the log sheets. 
A review of the foregoing data pre- 
sented by Mr. Moses does not point to 
the existence of any appreciable diver- 
sity between the p. c. and A. c. loads. 
With the one exception on December 
24th (on which a diversity of 1.045 
was indicated) no diversity was shown 
to exist on any of the days enumerated 
above. The supplementary memoran- 
dum of Mr. Moses on January 6th 
set forth figures indicating a diversity 
of 1.16 between the a. c. and p. c. 
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loads. The figures from which this 
diversity was derived are the demand 
meter readings entered on the com- 
pany’s bill for service covering the 
period July 13 to August 11, 1937. 
In this period the plant was shut down 
for a period of “a week or ten days” 
during which service was supplied ex- 
clusively by the company... The nonco- 
incident demands occurring in the six 
days in December, 1936, as shown by 
the complainant’s log sheets varied 
from 120 to 125 kilowatts and the co- 
incident demands from 115 to 125 
kilowatts. In the period July 13- 
August 11, 1937, the noncoincident 
demand was 69.6 kilowatts and the co- 
incident demand 60 kilowatts. It is 
evident by comparing the two demand 
data groups derived from different pe- 
riods of the year that the period of 
plant shut down was one of light load. 
It is doubtful if a diversity factor 
based on operations in such a period is 
representative. 

The other alternative suggestion of 
the complainant is that if demand lim- 
iting switches are installed on each 
type of service that on the A. Cc. service 
should be set at an amount equal to the 
half-hour capacity of the generator. 
The “half-hour capacity” of the a. c. 
generator does not appear to be known 
since it does not appear in the record 
of this case. On page 6 of his memo- 
randum of December 30th, Mr. Mos- 
es states that “The 2-hour capacity is 
somewhat in excess of the half-hour 
capacity, but it may be taken as sub- 
stantially equal to it.” The last para- 
graph of page 5 of the same memoran- 
dum contains the following statement : 

“Tt is, however, the complainant’s 
contention that the real purpose of the 
Commission and the intent of the limi- 
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tation both for a. c. and p. c. was that 
the private plant owner should install 
capacity sufficient for his own maxi- 
mum demand and should.not be per- 
mitted to contract with the Edison 
Company for service to a greater ex- 
tent than his plant was capable of sup- 
plying.” (Italics supplied.) 

The phrase, “sufficient for his own 
maximum demand,” presumably 
means a capacity unrelated to the out- 
put a generator can deliver continu- 
ously without dangerous overheating 
but rather to an output continuously 
available over a short interval of 
time. 

The generator capacity the owner 
of a private plant would have to install 
“sufficient for his own maximum de- 
mand” is a function of his load fac- 
tor. If his load factor is low; indica- 
tive of sharp peaks of small duration 
a generator capacity considerably be- 
low the amount of his peak demand 
could be installed. The owner or op- 
erator would then rely on the overload 
capacity of the generator over short 
periods to provide for his peak load 
requirements. If, however, his load 
factor is high, indicative of sustained 
maximum demands over periods 
greater than any specified for over- 
load, it is obvious that the ca- 
pacity of the generator must at least 
be based on his actual maximum de- 
mand requirements. 

According to the testimony of Mr. 
Moses, the continuous capacity of the 
complainant’s a. c. generator is 93.8 
kilovolt amperes (70.35 kilowatts at 
75 per cent power factor). The pow- 
er factor at the maximum load is ap- 
proximately 85 per cent. What the 
power factor is at loads less than the 
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maximum does not appear in the rec- 
ord. It is probable that it is substan- 
tially less at these loads. 


The continuous capacity of the a. c, 
generator at 85 per cent power factor 
is estimated to be about 80 kilowatts 
(93.8 kilovolt amperes x .85) or 
about 10 kilowatts above the “name- 
plate” rating of 70.35 kilowatts. The 
company says that the complainant is 
entitled to draw on the company’s fa- 
cilities only to the extent of 70 kilo- 
watts ; the complainant contends he is 
entitled to at least 80 kilowatts. 

The capacity of the company’s a. c. 
facilities to furnish service is based on 
the kilovolt-ampere load imposed up- 
on it. The amount of power delivered 
by A. c. facilities depends on the pow- 
er factor of the load at the instant of 
delivery. While it is true that the 


company, by limiting the available 
amount of demand to 70 kilowatts 
(93.8 kilovolt amperes x .175) the 


“name-plate” rating of the generator, 
is supplying a quantity of power less 
than the estimated continuous capacity 
of 80 kilowatts at 85 per cent power 
factor, it is also true that the same 
amount of demand would be available 
to the complainant if his power factor 
is 70 per cent, a figure corresponding 
to a load on the company’s facilities 
of 100 kilovolt amperes as contrasted 
to 93 kilovolt amperes when based on 
the “name-plate”’ rating. 

If the company is to make available 
capacity to the extent of 80 kilowatts 
if the power factor is 85 per cent shall 
it reduce the demand available to below 
70 kilowatts (continuous capacity at 
75 per cent power factor) if the com- 
plainant’s power factor should fall be- 
low 75 per cent? 
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Summary and Conclusions 


With respect to the supply of pD.c. 
and A.C. breakdown and auxiliary 
service, the Commission’s opinion, 
dated October 23, 1936, in Case No. 
8622 (16 P.U.R.(N.S.) 120, 141) 
Re Breakdown and Auxiliary Rates— 
New York Edison Company, Inc., and 
affiliated companies, contains the fol- 
lowing statements: 

D. C. Service (First paragraph, page 
8): 

" it does seem that a private 
plant owner who desires D. Cc. service 
should fix and contract for the maxi- 
mum demand which he desires to use 
and that in the case of D. c. service he 
should not be permitted to use more 
than the amount contracted for.” 

A. C. Service (Paragraph 5, pages 6 
and 7 [16 P.U.R.(N.S.) at p. 140]): 

“When he sells current, he becomes 
still further a competitor of the central 
station company In such a 
case, the private plant owner should 
not be allowed to demand service in 
excess of the capacity of his plant 
to generate electric energy — 
Equipment should be provided to lim- 
it the demand of the amount contract- 
ed for in such cases, so that under no 
circumstances may the actual demand 
exceed the amount specified in the con- 
tract.” 

It seems clear from the above-quot- 
ed excerpts that the intent of that opin- 
ion contemplates some measure of 
control in the use of p.c. and a.c. 
facilities. Whether a. c. or D. c. serv- 
ice is taken separately at different loca- 
tions or collectively at one location is 
of little moment. The important fact 
is, what is the tax on the A. c. or D. Cc. 
facilities of the company and to limit 
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this to the capacity of the company’s 
facilities or to private plant whichever 
is lower in the case of D. c. service and 
to the capacity of the private plant in 
the case of an A. C. customer who sub- 
meters. 

It is obvious that the proposal of 
Mr. Moses to limit the use of demand 
to the coincident demand of the A. c. 
and p.c. load which he proposes to 
take at 80 per cent of the sum of the 
noncoincident demands will in effect 
dispense with any control on each type 
of service. Assuming that a measure 
of control is desirable, objection to the 
proposal is obviously reasonable. 

The alternative proposals of Mr. 
Moses to install a limiting switch set 
at the capacity of the a. Cc. generator 
to supply the maximum demand is 
also impracticable. To avoid discrim- 


ination a rule on such a basis would 
necessarily have to be universally ap- 
plied. Depending as it does on such 


variables as load factor and power fac- 
tor which are influenced by any change 
in the various conditions affecting a 
customer’s business, its administra- 
tion would be difficult and give rise to 
numerous controversies. The maxi- 
mum demand which an a.c. break- 
down customer may contract for must 
therefore be based on some standard 
which can be universally applied and 
the “continuous capacity” of an A.c. 
generator (or D.c. generator) under 
conditions specified by the manufac- 
turer appears to be the only one avail- 
able. 

The adoption of this standard, how- 
ever, may in its practical application, 
present some obvious inequities. An 
example will make this clear. 

Two customers of breakdown serv- 
ice situated in different locations each 
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have an A. c. generator having a “con- 
tinuous capacity” of 100 kilovolt am- 
peres. The manufacturer of the one 
generator affixes a name plate to the 
machine which states the “continuous 
capacity” to be 100 kilovolt amperes, 
75 kilowatts at 75 per cent power fac- 
tor. The manufacturer of the other 
similarly states ‘continuous capacity” 
to be 100 kilovolt amperes, 85 kilo- 
watts at 85 per cent power factor. 

Here are two generators capable of 
delivering the same output continu- 
ously, power factor being the same. 
However, one of the two customers 
on application to the company would, 
on the basis of the existing interpreta- 
tion of capacity, be entitled to contract 
for a maximum of 75 kilowatts of de- 
mand, while the other could contract 
for a maximum of 85 kilowatts of de- 
mand. It is assumed that both custom- 
ers submeter or resell a portion of their 
output. 

The “continuous capacity” of an a. 
c. generator expressed in kilowatts is 
a function of the power factor of the 
load. Since it is possible to have as 
many different power factors as there 
are customers, and adopting the prem- 
ise that individual analysis of each case 
would be impractical, a power factor 
to be universally applied in all cases 
for the purpose of determining con- 
tinuous capacity would seem to be the 
most practical suggestion. The pow- 
er factor used by manufacturers in 
the greatest number of cases when 
specifying capacity data on the name 
plate would seem fair to all parties. It 
seems that a power factor of 80 per 
cent is the one that has been generally 
adopted for this purpose. 

To give effect to this suggestion in 
the rate classification applicable to 
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breakdown and auxiliary service, the 
fifth paragraph of the “special provi- 
sions” relating to A.c. service should 
be modified. Concurrently the word- 
ing of the sixth paragraph of the 
“Special Provisions” relating to the 
capacity of p. c. plant should be modi- 
fied so as to be in general conformity 
with the changes proposed in the fifth 
paragraph. 

The following is the proposed 
wording of the fifth and sixth para- 
graphs of the “Special Provisions.” 
All underlined matter is new and all 
deleted matter is bracketed : 

When the customer under this serv- 
ice classification is engaged in subme- 
tering or reselling electric energy and 
makes a separate and distinct charge 
therefor, alternating current service 
(subject to the limitations set forth 
under “Character of Service” herein) 
will be available only up to the demand 
specified in the application for service 
which demand shall not exceed the 
kilowatt [rated] capacity of the pri- 
vate electric generating plant as de- 
rived from the manufacturers’ contin- 
uous rating in kilovolt amperes at 80 
per cent power factor; and in such case 
the company will install, at a point 
convenient to the service switch, an 
automatic maximum demand switch 
which will open the circuit should the 
demand of the customer exceed the 
demand specified in his application for 
service. 

When direct current service (sub- 
ject to the limitations set forth under 
“Character of Service” herein) is 
supplied under this Service Classifica- 
tion, such service will not be furnished 
in excess of the capacity of the com- 
pany’s mains, facilities, and service at 
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such location at the time the service is 
applied for, with the further limitation 
that, when the customer is engaged in 
submetering or reselling electric energy 
and makes a separate and distinct 
charge therefor, direct current service 
will be available only up to the demand 
specified in the application for service 
which demand shall not exceed the 
kilowatt [rated] capacity of the pri- 
vate electric generating plant as de- 
rived from the manufacturers’ contin- 
uous rating ; and in each case, the com- 


pany will install, at a point convenient 
to the service switch, an automatic 
maximum demand switch which will 
open the circuit should the demand of 
the customer exceed the demand speci- 
fied in his application for service. 

Conclusion: The complaint should 
be dismissed and the order should also 
provide for the filing by the company 
of the above-suggested changes in the 
fifth and sixth paragraphs of the pres- 
ent “Special Provisions” relating to 
breakdown service. 





UNITED STATES CIRCUIT COURT OF APPEALS, THIRD CIRCUIT 


Metropolitan Edison Company et al. 


vz. 


Federal Power Commission 


[No. 6447.] 
(94 F. (2d) 943.) 


Orders, § 1 — Distinguished from notices — Federal Power Commission. 


1. An order issued by the Federal Power Commission directing certain cor- 
porations to appear before it on a specified date for a hearing to determine 
certain facts, conditions, practices, and matters, was held to have all the 
affirmative characteristics of a genuine order of the Commission, rather 
than a mere notice of a hearing coupled with a subpoena duces tecum, op- 
erating to constrain the companies against which it was directed to obedi- 
ence at the risk of suffering penalties, p. 164. 


Appeal and review, § 9 — Orders reviewable — Federal Power Commission. 
2. The provisions of § 313(a) of the Federal Power Act, 16 USCA 
§ 825/(a) giving the right to apply for a rehearing within thirty days after 
issuance of an order by the Federal Power Commission and providing that 
no proceeding to review such order shall be brought unless application for 
rehearing has been made, are to be construed as giving the right to a review 
of “any order,” final or interlocutory, by which any person is aggrieved 
if he makes application for a rehearing within thirty days, p. 164. 
Procedure, § 32 — Rehearing — Duty of Federal Commission — Scope of re- 
hearing. 
3. The Federal Power Commission is required to determine the issues 
raised in a petition for rehearing on orders alleged to be invalid, and in so 
[11] 161 23 P.U.R.(N.S.) 
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doing the evidence admitted should be strictly confined to the issues raised 
in the petition and not extended to the scope of an investigation proposed 


in the orders, p. 165. 


Injunction, § 14 — Restraint on Commission inquiry — Scope of rehearing. 
4. The Federal Power Commission should be restrained from proceeding 
with a proposed inquiry and investigation instituted by Commission orders 
until questions raised in a petition for rehearing concerning the Commis- 
sion’s jurisdiction are determined by it, p. 165. 


(Bices, Circuit Judge, dissents in part and concurs in part.) 
[January 27, 1938.] 
| pelaaer for injunction to restrain Federal Power Commis- 
sion from continuing investigation until it has determined 
issues raised for rehearing; injunction granted. 


APPEARANCES: Walter Biddle 
Saul, Saul, Ewing, Remick & Saul, all 
of Philadelphia, Pa, and Travis, 
Brownback & Paxson, of New York 
city, for petitioners; Dozier A. De- 
Vane, Oswald Ryan, and Lambert Mc- 
Allister, all of Washington, D. C., for 
respondent. 

Before Buffington, Davis, and Biggs, 
Circuit Judges. 


Davis, Circuit Judge: The Public 
Service Commission of Pennsylvania 
instituted an inquiry and investiga- 
tion into certain contracts and work- 
ing arrangements which the petition- 
ers and four other Pennsylvania cor- 
porations had with third parties. 
These other four corporations were 
not electric light or power companies. 
They were a bus company, a gas com- 
pany, a water company, and a street 
railway company and have now been 
dropped from these proceedings. The 
Pennsylvania Public Service Commis- 
sion, hereinafter called the Pennsyl- 
vania Commission, desired certain in- 
formation in its investigation of the 
petitioners but could not secure it un- 
der the laws of Pennsylvania. . The 
governor and the Pennsylvania Com- 
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mission called upon the Federal Power 
Commission, hereinafter called the 
Federal Commission, for assistance in 
securing the desired information. 
Thereupon the Federal Commission 
began an investigation of the petition- 
ers in an effort to secure the informa- 
tion for use by the Pennsylvania Com- 
mission in its local or state problems. 

Pursuant to its undertaking, the 
Federal Commission on January 6, 
1936, made an “Order of Inquiry and 
Investigation of” the petitioners, the 
purpose of which was, the petitioners 
allege, to aid the Pennsylvania Com- 
mission in enforcing local law in regu- 
lating local affairs. The petitioners 
filed answers to this order of January 
6, 1936, challenging the jurisdiction 
and power of the Federal Commission 
to make the order. 

Investigators or “accounting repre- 
sentatives” furnished the Federal 
Commission by the Pennsylvania Com- 
mission, made an accounting and re- 
port to the Federal Commission which 
thereupon made another order on 
January 26, 1937, directing the peti- 
tioners and thirty-three other compa- 
nies to appear before it on March 3, 
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1937, in the Federal Commission’s 
hearing room in Washington, D. C., 
for a hearing “to ascertain and deter- 
mine all facts, conditions, practices, 
and matters regarding the ownership, 
operation, management, and control of 
said respondents or either of them; all 
contracts and working arrangements 
between said respondents and any per- 
son who controls, directly or indirect- 
ly, said respondents or who is con- 
trolled by any such person, and all ex- 
penditures and obligations incurred 
thereunder that in any way affect or 
relate to the business of said respond- 
ents or either of them,” etc. 

The petitioners believing themselves 
aggrieved by the order, on February 
23, 1937, petitioned the Federal Com- 
mission for a rehearing as provided in 
§ 313 of the Federal Power Act, 16 
USCA § 8251, as a prerequisite for 
acourt review. The petitioners raised 
two questions for the determination 
of the Federal Commission. They 
said that: (1) The Federal Commis- 
sion did not have power to conduct an 
investigation for the sole purpose of 
supplying information to a state Com- 
mission for use in a proceeding de- 
signed to impose penalties under local 
law; and (2) the Federal Commis- 
sion did not have jurisdiction over 
three of the petitioners because they 
operated entirely within the common- 
wealth of Pennsylvania having no 
transmission lines, no interstate con- 
nections, transacting no business in 
interstate commerce, and were not a 
“public utility” within the meaning of 
the Federal Power Act. 

The day after the petition for re- 
hearing was filed, the Federal Com- 
mission adjourned the hearing set for 
March 3, 1937, without day. 
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On March 24, 1937, the Federal 
Commission notified the petitioners 
that it had “granted the petition for 
rehearing and assigned the 
matters involved in this proceeding 
for hearing in the hearing room of 
the Commission in Washington, D. C., 
on April 14, 1937, at 10 a. m.” 

At the rehearing the petitioners of- 
fered evidence to show that three of 
them were not “public utilities” as de- 
fined by the Federal Power Act and 
that the purpose of the inquiry and in- 
vestigation was to supply information 
to the Pennsylvania Commission for 
use in local proceedings designed to 
impose penalties under local, state law. 

These were the only issues of fact 
raised by the petition and the evidence 
of the petitioners. The Federal Com- 
mission, the petitioners allege, at the 
conclusion of the evidence of the peti- 
tioners over their vigorous objection, 
introduced evidence relating to the en- 
tire subject matter of the orders of 
January 6, 1936, and January 26, 
1937, and in no way limited to the is- 
sues raised by the petition. They 
charge that the Federal Commission 
was continuing its investigation under 
the guise of conducting a rehearing 
for the purpose of determining the is- 
sues raised by the petition; that evi- 
dence was offered, for example, to 
show payments to various companies 
as far back as 1928, expenses incurred 
by petitioners in opposing the Wheeler- 
Rayburn Bill; charges for stationery 
and supplies ; to show whether or not 
a foreign corporation (not one of the 
petitioners) was properly domesticat- 
ed in Pennsylvania; the contents of 
minute books of foreign corporations 
other than the petitioners; what con- 
stitutes sound accounting practice ; the 
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business relations of persons other than 
petitioners with companies not claimed 
to be related to them in any way, etc. 

They contend that the evidence in- 
troduced to establish these and other 
facts relates to the subject matter of 
the orders for the investigation of the 
petitioners and not to the issues raised 
in the petition for rehearing. 

After the Federal Commission re- 
fused to change its course, a petition 
was filed in this court praying for an 
injunction to restrain the Federal Com- 
mission from thus continuing its in- 
vestigation until it had determined the 
issues raised in the petition. The pe- 
titioners say that if the Commission 
is not restrained from continuing the 
investigation under the guise of a re- 
hearing, the questions raised in the 
petition will be moot when the rehear- 
ing is completed and this court will be 
deprived of its appellate jurisdiction. 

The Federal Commission says that : 

1. This court does not have’ juris- 
diction to review the Federal Com- 
mission’s order of January 26, 1937; 
and, 

2. If it does have such jurisdiction, 
the course pursued by the Federal 
Commission on the rehearing, if con- 
tinued, was not such as to destroy the 
appellate jurisdiction of the court. 

[1] The Federal Commission con- 
tends that the so-called order of Jan- 
uary 26, 1937, is really not an “order” 
but the mere notice of a hearing cou- 
pled with a subpoena duces tecum. 

If this contention is true, the “Or- 
der of Inquiry and Investigation of 
Metropolitan Edison Company et al.,” 
made on January 6, 1936, was a mere 
notice, for that one and the one of 
January 26, 1937, are both called “or- 
der.” Both begin and end in the same 


manner. After the declaratory parts, 
both orders continue with the mandate, 
“Now, therefore, it is ordered’’ ; in the 
one case, “That an investigation be 
and the same is hereby instituted,” and 
in the other, “That a hearing be held,” 
etc. In both orders the petitioners are 
required to do definite things and to 
submit themselves to the further di- 
rection of the Federal Commission. 
The order has all the affirmative char- 
acteristics of a genuine order of the 
Federal Commission as we think it 
was intended to be, and constrained 
the petitioners to obedience at the risk 
of suffering severe penalties, civil and 
criminal, imposed by §§ 315 and 316 
of the act, 16 USCA §8§ 825n, 8250. 

[2] The next technical question 
raised by the Federal Commission is 
that this order was not a final order and 
in consequence was not reviewable. 

Section 313(a) of the act, 16 USCA 
§ 825/(a), provides that: “Any per- 
son, state, municipality, or state Com- 
mission aggrieved by an order issued 
by the Commission in a proceeding 
under this act [chapter] to which such 
person, state, municipality, or state 
Commission is a party may apply for 
a rehearing within thirty days after 
the issuance of such order. . . . No 
proceeding to review any order of the 
Commission shall be brought by any 
person unless such person shall have 
made application to the Commission 
for a rehearing thereon.”’ 

In order to preserve the right to a 
rehearing, it is necessary that appli- 
cation therefor shall be made within 
thirty days after the order was made 
and no proceeding to review it shall 
be brought unless application for a re- 
hearing has been made. Implicit in 
this provision is the right to a review 
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of “any order,” final or interlocutory, 
by which any person is aggrieved if he 
makes application for a rehearing 
within thirty days. 

[3] Coming to the merits of the 
case, when the petition was filed and 
granted it was the plain duty of the 
Federal Commission to determine the 
issues raised in the petition. We are 
going to remand the case for such 
determination. In doing so the evi- 
dence admitted should be strictly con- 
fined to the two issues raised in the 
petition and not extended to the scope 
of the investigation proposed in the 
orders of January 6, 1936, and Jan- 
uary 26, 1937. The relation of the evi- 
dence to the two questions involved 
should be apparent and logical and not 
far-fetched and remotely inferential. 
Some of the evidence admitted when 
the case was before the Federal Com- 
mission on rehearing was not relevant 
and material. If both sides will seek 
to produce only such evidence as is 
clearly admissible, we venture to hope 
that the determination of the issues 
will be speedy, final, and satisfactory. 


[4] In remanding the case, we ex- 
press no opinion on the merits of 


the questions to be decided. The 
determination of them is for the 
Federal Commission under relevant 
and competent evidence. The act has 
provided a review by this court of the 
orders of the Federal Commission, 
and no order on the merits is now be- 


foreus. These proceedings were taken 
so that the questions would not be 
moot if and when they come here. 

The Federal Commission is re- 
strained from proceeding with its pro- 
posed inquiry and investigation in ac- 
cordance with its two orders of Janu- 
ary 6, 1936, and January 26, 1937, un- 
til the questions raised in the petition 
for rehearing are determined by it. 

Judge Biggs does not concur in this 
opinion as a whole and within a few 
days will file an opinion dissenting in 
part and stating his views. 

Bices, Circuit Judge (dissenting in 
part, concurring in part): I think that 
I should make plain in what respects 
my opinion is in accord with or differs 
from that of the majority in the case 
at bar. 

In August, 1935, the Pennsylvania 
Public Service Commission com- 
menced investigations of the petition- 
ers and certain other Pennsylvania 
corporations to ascertain facts in re- 
spect to their operating expense ac- 
counts and whether or not penalties 
should be imposed for certain alleged 
infractions of the Pennsylvania Utility 
Law. Certain phases of the investiga- 
tion apparently could not be conducted 
adequately under the law of Pennsyl- 
vania and, at the request of the Penn- 
sylvania Commission and the govern- 
or, the Federal Power Commission, up- 
on January 6, 1936, pursuant to § 209 
(b) and (c)? of the Federal Pow- 





1“Section 209(a). eee 

“(b) The Commission may confer with 
any state Commission regarding the relation- 
ship between rate structures, costs, accounts, 
charges, practices, classifications, and regula- 
tions of public utilities subject to the juris- 
diction of such state Commission and of the 
Commission; and the Commission is author- 
ized, under such rules and regulations as it 
shall prescribe, to hold joint hearings with 
any state Commission in connection with any 
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matter with respect to which the Commission 
is authorized to act. The Commission is au- 
thorized in the administration of this act to 
avail itself of such codperation, services, rec- 
ords, and facilities as may be afforded by any 
state Commission. 

“(c) The Commission shall make available 
to the several state Commissions such infor- 
mation and reports as may be of assistance 
in state regulation of public utilities. When- 
ever the Commission can do so without prej- 
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er Act, 16 USCA § 824h(b,c) or- 
dered an investigation of the petition- 
ers. 

The order of the Federal Power 
Commission of January 6, 1936, recit- 
ed that full information concerning 
contracts, working arrangements, ex- 
penditures, and obligations incurred 
by the petitioners was necessary to en- 
able the Commission to determine 
whether the petitioners or other per- 
sons were violating the Federal Power 
Act, to ascertain the effect of existing 
contracts for power upon the cost of 
production and transmission of electric 
energy by means of utility facilities 
under the jurisdiction of the Commis- 
sion, and to aid the Commission in the 
enforcement of the provisions of the 
Federal Power Act. Having made this 
order, the Commission proceeded by its 
accountants to commence an investi- 
gation of the affairs of the petitioners 
and those corporations, copartnerships, 
or individuals allegedly connected with 
the petitioners. The petitioners per- 
mitted the examination by the Com- 
mission of the books and records of 
certain companies, conceding these 
companies to be affiliates, but refused 
to permit the examination of the books 
and records of certain other compa- 
nies, copartnerships, and individuals 
because the petitioners would not con- 
cede them to be affiliates. 

The accounting representatives of 
the Commission therefore prepared 
and submitted a report to the Commis- 
sion which presented data allegedly 
tending to prove that certain named 


corporations, copartnerships, and in- 
dividuals controlled the petitioners and 
that these persons included both “con- 
ceded” and “‘nonconceded” affiliates of 
the petitioners. The Commission 
thereupon, on January 26, 1937, or- 
dered a hearing and gave notice to 
these corporations, copartnerships, and 
individuals to appear for examination 
before the Commission, with their 
books and records, to the end that 
the Commission might ascertain facts 
tending to prove or disprove the con- 
nection, or lack of it, of the “noncon- 
ceded” affiliates to the petitioners. 
Section 313(a) of the Federal Pow- 
er Act, 16 USCA § 825/(a), provides 
that any person aggrieved by order 
of the Commission may apply for a 
rehearing within thirty days after the 
issuance of such order. The subsec- 
tion then states, “No proceeding to re- 
view any order of the Commission 
shall be brought by any person unless 
such person shall have made applica- 
tion to the Commission for a rehear- 
ing thereon.” Subsection (b) of 
§ 8251 provides a method for the re- 
view of an order of the Commission. 
If the petitioners were to obtain a re- 
view of the order of January 26, 1937, 
it was necessary therefore that they 
file a petition for rehearing with the 
Commission as provided by the statute. 
Accordingly, upon the 23rd of Febru- 
ary, 1937, the petitioners filed a pe- 
tition for rehearing with the Commis- 
sion, alleging that the Commission 
was without jurisdiction of the peti- 
tioners or the subject matter in the 





udice to the efficient and proper conduct of 
its affairs, it may upon request from a state 
make available to such state as witnesses any 
of its trained rate, valuation, or other ex- 
perts, subject to reimbursement to the Com- 
missicn by such state of the compensation 


and traveling expenses of such witnesses. All 
sums collected hereunder shall be credited to 
the appropriation from which the amounts 
were expended in carrying out the provisions 
of this subsection.” 
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investigation, that the investigation it- 
self was being conducted for an im- 
proper purpose and in derogation of 
the constitutional rights of the peti- 
tioners. The petition for rehearing 
further alleged that three of the peti- 
tioners, viz., Erie Lighting Company, 
Solar Electric Company, and the Clar- 
ion River Power Company, were not 
engaged in the transmission or sale of 
electric energy in interstate commerce 
and neither owned nor operated facil- 
ities for its transmission or sale. The 
petition prayed that the order of Jan- 
uary 26, 1937, be vacated and the pro- 
ceedings stayed pending the disposition 
of the petition for rehearing. 

The petition for rehearing was in 
the nature of a motion to dismiss the 
proceeding for want of jurisdiction in 
the Commission. To attempt a simile, 
it was as if a defendant in a suit at 
law had moved to dismiss a declaration 


upon the ground that the court lacked 
jurisdiction both of the parties and 


of the subject matter. No testimony 
had been taken; no hearings had been 
held by the Commission. The extent 
of the investigation upon the date of 
the filing of this petition consisted of 
an examination of books of certain 
companies by the accountants of the 
Commission. 

Upon March 23, 1937, the Commis- 
sion granted the petition for rehear- 
ing and assigned it for hearing upon 
April 14, 1937, and upon this date the 
hearing took place. The petitioners 
introduced evidence to prove that the 
Commission had no jurisdiction over 


Erie Lighting Company, Solar Elec- 
tric Company, and the Clarion River 
Power Company; that the investiga- 
tion was being carried on by the Feder- 
al Power Commission for the purpose 
of aiding the Pennsylvania Commis- 
sion. Evidence was then offered on 
behalf of the Commission pertaining to 
its jurisdiction to compel the produc- 
tion of books and records of alleged 
nonaffiliates of the petitioners in order 
that the control of the petitioners 
might be established. Certain of this 
evidence related to the identification 
of charges over a period of years 
made by one company to another, to 
allocation of expenses in fighting the 
Wheeler-Rayburn Bill through the me- 
dium of a corporation designated as 
Utility Clearing Corporation, to ques- 
tions of qualification of a foreign cor- 
poration, and to charges reflected on 
the books of divers companies during 
1934, arising from billings for serv- 
ices, materials, donations, and expens- 
es. Some of the testimony offered 
may or may not have been of eviden- 
tiary value and may or may not have 
tended to show the connections of the 
petitioners with alleged nonaffiliaties. 
Some of the testimony taken seems to 
have failed to meet the requirements of 
the technical rules of evidence, but it 
should be noted that the Commission 
is not bound by such rules.* In my 
opinion, however, the question of per- 
tinency of the testimony offered before 
the Commission cannot be raised by 
the record now before us. 

Abruptly, the proceedings before the 





* Section 308(b) of the Federal Power Act, 
16 USCA § 825g (b) provides: “All hear- 
ings, investigations, and proceedings under 
this act [chapter] shall be governed by rules 
of practice and procedure to be adopted by 
the Commission, and in the conduct thereof 
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the technical rules of evidence need not be 
applied. No informality in any hearing, in- 
vestigation, or proceeding or in the manner 
of taking testimony shall invalidate any or- 
der, decision, rule, or regulation issued under 
the authority of this act [chapter].” 
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examiner were terminated by the pe- 
tition for injunctive relief filed in this 
court. The petitioners prayed that the 
Commission be enjoined from taking 
any further steps in respect to the is- 
sues raised by its investigation until the 
rehearing had been disposed of and 
to enjoin the Commission from in- 
troducing any evidence except such as 
might prove that Erie Lighting Com- 
pany, the Clarion River Power Com- 
pany, and the Solar Electric Company 
were in fact “public utilities” within 
the terms of the Federal Power Act. 
It will therefore be seen that the peti- 
tioners sought to limit the jurisdiction- 
al inquiry of the Commission to a 
very narrow ground and to require it 
to decide the jurisdictional question 
piecemeal. The examiner refused to 
so limit the inquiry and allowed ques- 
tions of jurisdiction raised by the in- 
quiry and investigation as a whole. 
The rule to show cause sought by the 
petitioners was granted by his court 
and thereafter a stay was given. 

The petitioners contend that the 
Commission by an enlargement of 
the inquiry into questions of juris- 
diction beyond those presented by their 
petition for rehearing jeopardize the 
appellate jurisdiction of this court, 
that by proceeding with the hearing 
and requiring evidence to be given 
concerning companies which are non- 
admitted affiliates, the Commission 
must render moot the question of the 
right of the Commission to require 
such information. The petitioners 
seek to enjoin such action by the Com- 
mission, and to this end, invoke the 
provisions of § 262, the “all writs” 


section of the Judicial Code, 28 USCA 
§ 377. 

It should be borne in mind that the 
Commission now seeks information in 
a public hearing; that at this stage 
of the proceedings the Commission 
has done nothing more than to require 
that named corporations, individuals, 
and copartnerships appear before it 
with books and records. The Com- 
mission has taken some testimony and 
now seeks to receive further evidence 
tending to show or disprove connec- 
tions and control of the petitioners by 
way of affiliation. All other ques- 
tions aside, I think that this court 
should not hold that any individual, 
copartnership, or corporation may re- 
fuse information germane to this ad- 
ministrative inquiry because of reliance 
upon the commerce clause, Art. 1, § 8, 
cl. 3, or the Fifth Amendment. It 
may be the case that the disclosure of 
such information will result in charges 
based upon alleged violations of the 
laws of Pennsylvania, but I think that 
we cannot concern ourselves with this. 
It cannot be assumed that investiga- 
tions of the Federal Power Commis- 
sion constitute mere wanton meddling 
or are for a disguised purpose. We 
must assume that the purposes of the 
Commission’s inquiry are of penetra- 
tion into the intricate affiliations of the 
Associated Gas and Electric System 
as that system affects the public inter- 
est. .Even if the whole of that system 
is not engaged in the transmission and 
sale of electric energy in interstate 
commerce, the authority of the Com- 
mission to conduct such investigation 
as in the case at bar is expressed in 
§ 311 of the Act, 16 USCA § 825}, 





_ 8 Section 311. “In order to secure informa- 
tion necessary or appropriate as a basis for 
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recommending legislation, the Commission is 
authorized and directed to conduct investiga- 
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and the powers of investigation thus 
given to the Commission are fraught 
with the plainest public interest. 

The question presented to us, how- 
ever, is a very narrow one. If this 
court has jurisdiction of the cause pre- 
sented by the petition for injunctive re- 
lief, it has such solely to the end that its 
appellate jurisdiction may not be de- 
stroyed or impaired. American Con- 
struction Co. v. Jacksonville, T. & K. 
W. R. Co. (1893) 148 U. S. 372, 
379, 37 L. ed. 486, 13 S. Ct. 758; 
Whitney v. Dick (1906) 202 U. S. 
132, 50 L. ed. 963, 26 S. Ct. 584; Mc- 
Clellan v. Carland (1910) 217 U. S. 
268, 54 L. ed. 762, 30S. Ct. 501. This 
question in turn rests upon the ques- 
tion of whether or not the order of 
the Commission of January 26, 1937, 
and the proceedings thereunder are by 
their nature subject to review. The 


majority opinion of the court holds the 


order of the Commission reviewable. 
From this ruling I must respectfully 
dissent. 

Whether or not the order of Jan- 
uary 26, 1937, be in fact an order of 
inquiry regularly entered before a 
hearing of the Federal Power Com- 
mission or whether it be of the nature 
of a mere subpoena duces tecum, it 
is not a final order entered after hear- 
ing and finding of fact and is proce- 
dural and interlocutory in its nature, 


and therefore, if the investigation pro- 
posed by the order is proceeded with, 
the appellate jurisdiction of this court 
will not be destroyed. 

Subsection (b) of § 313.0f the Fed- 
eral Power Act, 16 USCA § 8251(b) 
provides: “(b) Any party to a pro- 
ceeding under this act [chapter] ag- 
grieved by an order issued by the 
Commission in such proceeding may 
obtain a review of such order in the 
circuit court of appeals of the United 
States for any circuit wherein the 
licensee or public utility to which the 
order relates is located or has its prin- 
cipal place of business, or in the United 
States court of appeals for the Dis- 
trict of Columbia, by filing in such 
court, within sixty days after the order 
of the Commission upon the applica- 
tion for rehearing, a written petition 
praying that the order of the Com- 
mission be modified or set aside in 
whole or in part. A copy of such pe- 
tition shall forthwith be served upon 
any member of the Commission and 
thereupon the Commission shall cer- 
tify and file with the court a transcript 
of the record upon which the order 
complained of was entered. Upon the 
filing of such transcript such court 
shall have exclusive jurisdiction to 
affirm, modify, or set aside such or- 
der in whole or in part. No objec- 
tion to the order of the Commission 





tions regarding the generation, transmission, 
distribution, and sale of electric energy, how- 
ever produced, throughout the United States 
and its possessions, whether or not otherwise 
subject to the jurisdiction of the Commission, 
including the generation, transmission, dis- 
tribution, and sale of electric energy by any 
agency, authority, or instrumentality of the 
United States, or of any state or municipality 
or other political subdivision of a state. It 
shall, so far as practicable, secure and keep 
current information regarding the ownership, 
operation, management, and control of all 
facilities for such generation, transmission, 
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distribution, and sale; the capacity and out- 
put thereof and the relationship between the 
two; the cost of generation, transmission, and 
distribution; the rates, charges, and contracts 
in respect of the sale of electric energy and 
its service to residential, rural, commercial, 
and industrial consumers and other purchas- 
ers by private and public agencies; and the 
relation of any or all such facts to the de- 
velopment of navigation, industry, commerce, 
and the national defense. Commission 
shall report to Congress the results of inves- 
tigations made under authority of this sec- 
tion.” 
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shall be considered by the court un- 
less such objection shall have -been 
urged before the Commission in the 
application for rehearing unless there 
is reasonable ground for failure so to 
do. The finding of the Commission 
as to the facts, if supported by sub- 
stantial evidence, shall be conclusive. 
If any party shall apply to the court 
for leave to adduce additional evidence, 
and shall show to the satisfaction of 
the court that such additional evidence 
is material and that there were reason- 
able grounds for failure to adduce 
such evidence in the proceedings be- 
fore the Commission, the court may 
order such additional evidence to be 
taken before the Commission and to 
be adduced upon the hearing in such 
manner and upon such terms and 
conditions as to the court may seem 
proper. The Commission may modify 
its findings as to the facts by reason 
of the additional evidence so taken, 
and it shall file with the court such 
modified or new findings which, if 
supported by substantial evidence, shall 
be conclusive, and its recommenda- 
tion, if any, for the modification or 
setting aside of the original order. 
The judgment and decree of the court, 
affirming, modifying, or setting aside, 
in whole or in part, any such order of 
the Commission, shall be final, sub- 
ject to review by the Supreme Court 
of the United States upon certiorari 
or certification as provided in §§ 239 
and 240 of the Judicial Code, as 
amended (28 USCA §§ 346 and 
347).” 

The order of January 26, 1937, is 
merely an interlocutory or procedural 
order. The Commission, pursuant 
to § 308 of the act, 16 USCA § 825g, 
heretofore referred to, prescribes its 
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own rules of procedure and must it- 
self pass upon the propriety of the 
evidence offered and its admissibility. 
For this court to pass upon such ques- 
tions during the pendency of a hearing 
before the Commission is to compel 
us in effect to sit with the Commission 
throughout every phase of its inquiry. 
If such a view be adopted, the appel- 
late court, as in the case at bar, in 
limine may be called upon to de- 
termine the jurisdiction of the Com- 
mission over the inquiry it seeks to 
conduct, to pass upon all questions of 
evidence offered in the course of the 
investigation and upon the pleadings, 
all before the determination of any 
final issue by the Commission. The 
result would be precisely similar to 
that which would come to pass if a 
review would lie to an appellate court 
from every ruling or order of a trial 
court, no matter whether interim, in- 
terlocutory, procedural, or final. The 
hearings before the Commission would 
be subjected to interminable interrup- 
tions by petitions for review to the 
circuit courts of appeals to determine 
the legality of every order made by the 
Commission. Such a result inevitably 
would emasculate the Federal Power 
Act and render the Commission unable 
to pass upon the very matters for which 
it was created, matters greatly af- 
fecting the public interest. In my 
opinion such a result would be intoler- 
ble. 

Moreover, the language of § 313 
of the act, 16 USCA § 8251], does not 
lend itself to such a conclusion. Sub- 
section (b) uses specific language 
which compels an opposite interpreta- 
tion. That subsection states that the 
finding of the Commission as to facts, 
“if supported by substantial evidence,. 
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shall be conclusive.” This language 
is substantially similar to that used by 
Congress in sections of the laws pro- 
viding for reviews from similar ad- 
ministrative and quasi judicial tribu- 
nals. The subsection further speaks of 
the right of a party to a proceeding to 
adduce additional evidence upon a 
showing to the court of appeals that 
such evidence is material to the issues. 
It provides that the Commission may 
modify its findings as to the facts by 
reason of such additional evidence. 
These provisions plainly indicate that 
findings of fact shall be made by the 
Commission and that orders based 
thereon are subject to review. Sub- 
section (b) speaks of the “transcript 
of the record” to be certified to the 


circuit court of appeals. Such a phrase 
used in its ordinary connotation indi- 
cates the record as a whole upon which 
the findings of the court below are 


based. In the case at bar there is 
neither transcript of record nor find- 
ings of fact. Further the use of the 
word “rehearing” in subsection (a) 
plainly presupposes that prior hearings 
have been had and that findings of fact 
have been made by the Commission 
upon which an order final in nature has 
been based. 

The right of an inferior court to 
try a case submitted to it, undisturbed 
by interference from an appellate tri- 
bunal, is established beyond any ques- 
tion. Bank of Columbia v. Sweeny 
(1828) 1 Pet. 567, 569, 7 L. ed. 265; 
Life & Fire Insurance Co. v. Adams 
(1835) 9 Pet. 573, 602, 9 L. ed. 234; 
American Construction Co. v. Jack- 
sonville, T. & K. W. R. Co. supra; 
Dooley Improvements v. Nields 


(1934) 72 F. (2d) 638; Raritan Cop- 
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per Works v. Elliott (1921) 271 Fed. 
284. 

In the case at bar there is no order 
which is the equivalent of “a judgment 
entered upon a state of facts,” as in 
the case of American Sumatra Tobac- 
co Corp. v. Securities and Exchange 
Commission (1937) 68 App. D. C. 77, 
93 F. (2d) 236. The similarity be- 
tween the review provisions of the 
Federal Power Act and the Securities 
Exchange Act, 15 USCA §§ 77b et 
seq., should be noted. 

In the case of Minneapolis Chamber 
of Commerce v. Federal Trade Com- 
mission (1922) 280 Fed. 45, 47, the 
circuit court of appeals for the eighth 
circuit passed upon the right of the 
appellate court to review a preliminary 
order of the Federal Trade Commis- 
sion. As in the case at bar, it was con- 
tended by the petitioner that the Com- 
mission was without jurisdiction both 
of the parties and the subject matter. 
In dismissing the petition for want of 
jurisdiction, the court stated: “What 
is really sought by petitioners is that 
this court should halt inquiry at the 
threshold, exercising, in effect, the 
powers of a court of original jurisdic- 
tion, in which a cause is pending, to 
rule in limine upon the propriety of 
the action and whether it should pro- 
ceed further. The procedure invoked 
is similar, in effect, to that prevailing 
in a court of original jurisdiction, 
which has control of the successive 
steps of pleading, practice, trial, and 
final judgment or decree. But it must 
be remembered that this court has no 
original jurisdiction of this nature. 
Its functions, under the act before us, 
are confined to a review of certain 
acts of the Federal Trade Commission, 
which are specifically defined by the 
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Congress. This act creates powers 
not otherwise conferred upon circuit 
courts of appeals, and such courts are 
limited strictly to the powers thus spec- 
ified. It was not intended that the 
circuit courts of appeals should be 
drawn into original conduct of these 
investigations. If this court is to ex- 
ercise plenary power and control in 
determining at the outset what party 
shall be dealt with, what investigation 
shall be made, and what recommenda- 
tion submitted, then it has, in effect, 
been constituted an original trial tri- 
bunal of controversies of this nature. 
This was in nowise contemplated, nor 
would it comport with the legitimate 
practical functions of a court of this 
nature.” 

The provisions of § 313 of the 
Federal Power Act, 16 USCA § 825], 
are very similar to those of the Inter- 
state Commerce Act. The latter act 
confers original jurisdiction upon the 
district courts of the United States of 
“cases brought to enjoin, set aside, an- 
nul, or suspend in whole or in part any 
order of the Interstate Commerce 
Commission.” June 18, 1910, Chap. 
309, § 1, 36 Stat. 539, March 3, 1911, 
Chap. 231, § 207, 36 Stat. 1148, Octo- 
ber 22, 1913, Chap. 32, 38 Stat. 219, 
28 USCA § 41, subd. (28). In the 
leading case of United States v. IIli- 
nois C. R. Co. (1917) 244 U. S. 82, 
89, 61 L. ed. 1007, 37 S. Ct. 584, 587, 
the Supreme Court reversed an order 
of a district court setting aside a 
procedural order of the Interstate 
Commerce Commission. The order 
of the Commission referred to set a 
cause for hearing at a specified time 
and place. The Supreme Court in its 
opinion stated: “The notice, therefore, 
had no characteristic of an order, af- 
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firmative or negative. It was a mere 
incident in the proceeding, the accident 
of the occasion,—in effect, and, it may 
be contended, in form, but a continu- 
ance of the hearing. The fact that 
the continuance was to another day and 
place did not change its substance or 
give it the character described in 
Procter & G. Co. v. United States 
(1912) 225 U. S. 282, 56 L. ed. 1091, 
32 S. Ct. 761,—one which constrained 
the railroad company to obedience, un- 
less it was annulled or suspended by 
judicial decree.” 

The powers of the Federal Power 
Commission are clearly defined by the 
Federal Power Act. Such powers ex- 
pressly include the right to prohibit 
the issuance of securities or assumption 
of liability by a utility ; to declare rates 
and charges of utilities to be unjust and 
unreasonable ; to approve or disapprove 
the sale or lease of utility facilities ; and 
to determine by order the accounts 
in which particular outlays and re- 
ceipts shall be entered, charged, or 
credited. Orders, final in their nature, 
entered by the Commission after hear- 
ing and findings of fact, in the premis- 
es indicated, are subject to the review 
of the circuit courts of appeals. Oth- 
er orders, interim, procedural, or inter- 
locutory, are not so reviewable. To 
hold otherwise, in my opinion, would 
constitute an unwarranted invasion of 
the powers of the legislative and ex- 
ecutive branches of the government. 

In view of the foregoing it follows 
that the appellate jurisdiction of this 
court is in nowise jeopardized or im- 
paired by the order of the Commission 
of January 26, 1937, or the proceed- 
ings of the Commission thereunder, 
and that therefore the provisions of 
§ 262, the “all writs” section, of the 
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Judicial Code, 28 USCA § 377, can- 
not be invoked successfully by the pe- 
titioners. 

I therefore concur in the majority 
opinion of the court only to the ex- 
tent that it permits the resumption of 
hearings upon the petition for rehear- 
ing, but I nowise concur in and dis- 
sent from the ruling that the inquiry 
by the Commission upon the petition 
for rehearing must be limited as 
sought by the petitioners. In my opin- 
ion this court is without jurisdiction 
to restrain or in anywise interfere 
with the proceedings now before the 
Commission, and will remain so until 
some order of the nature of a judg- 
ment entered upon a state of facts 


be made by the Commission and a re- 
view thereof is sought. Until such 
time the Commission must -be permit- 
ted to proceed with its investigation 
undisturbed by the mandates of this 
court precisely as an inferior court 
would be allowed to proceed with the 
trial of a pending cause. The petition 
filed herein should be dismissed. 

In view of the great public interest in 
the questions presented by the case at 
bar and the gravity of the court’s de- 
cision, this dissent is written, as stated 
by Judge Woolley in General Electric 
Co. v. De Forest Radio Co. (1930) 
44 F. (2d) 931, 946, “with the hope 
that it will arrest the attention of the 
reviewing court.” 
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Public Utility Commission 


Vv 


Bell ‘Telephone Company of Pennsylvania 


[Complaint Docket No. 11423.} 


Discrimination, § 181 — Telephone toll rates — Interstate and intrastate. 
The practice of charging different rates for interstate and intrastate tele- 
phone toll service for points involving the same distance in excess of 36 
miles between toll centers is discriminatory as between localities and should 


be discontinued. 


[March 15, 1938.] 


Ages against telephone company to show cause why toll rates 
for long-distance service between points in the state should 
not be revised to conform with rates charged by another com- 
pany for service over comparable distances in interstate service; 
rule made absolute and revision of toll charges ordered. 


By the Commission: On May 18, 
1937, the Commission entered upon 
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and issued a rule against The Bell 
Telephone Company of Pennsylvania 
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at C.11423, to show cause why the 
toll rates of The Bell Telephone Com- 
pany of Pennsylvania for long-distance 
service between points in the state of 
Pennsylvania should not be revised to 
conform with the rates charged by 
American Telephone and Telegraph 
Company for service over comparable 
distances in interstate service. The 
Commission in this rule stated that it 
had received information that the toll 
rates of The Bell Telephone Company 
of Pennsylvania for long-distance 
service between points within the state 
of Pennsylvania are in excess of the 
rates charged by American Telephone 
and Telegraph Company for service 
over comparable distances in interstate 
service. 

In answer to the rule, respondent 
admitted that its toll rates for long- 
distance service between points within 
the state of Pennsylvania are in some 
instances, but not in all cases, in ex- 
cess of those charged by American 
Telephone and Telegraph Company 
for. service over comparable distances 
interstate. It averred, however, that 
the reasonableness of its rates may be 
determined only upon a consideration 
of the facilities used, and the expenses 
of operation borne by the company in 
rendering both toll or long-distance 
and local exchange service to the pub- 
lic. It further averred that its exist- 
ing rates for telephone service, includ- 
ing both toll and local exchange 
service, do not produce for it a net 
return that is unfair or excessive in 
view of the amount of property de- 
voted by it to the service of the public. 

In its answer, respondent also made 
general comparisons between its rates 
for long-distance service and the rates 
charged for comparable distances by 
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associated Bell Telephone companies 
in adjacent states, averring, however, 
that in the case of each company in- 
volved, the reasonableness of the rates 
applied by that company may be de- 
termined only upon a consideration of 
the facilities of the company in ren- 
dering both toll and local exchange 
service to the public. This portion of 
respondent’s answer in effect suggests 
limits for the scope of the considera- 
tion of the matter presently at issue to 
conditions within the state of Pennsyl- 
vania. 

Respondent offered testimony that 
it does not maintain records segregat- 
ing toll and exchange expenses nor toll 
and exchange property. 

At the initial hearing the Commis- 
sion introduced evidence to show the 
discrimination that exists against tele- 
phone subscribers within the state, be- 
tween interstate and intrastate rates 
for long-distance service over com- 
parable distances. This evidence 
shows that for distances in excess of 
36 miles, the intrastate rates operate 
as a differential, discriminating 
against calls originating and terminat- 
ing at points within Pennsylvania. It 
was shown, for instance, that at 35 
cents for the initial 3-minute period, 
on a station-to-station call, under the 
intrastate rate, 42 miles is the sched- 
uled distance between toll centers and, 
for the same service, under the inter- 
state rate, 48 miles is the scheduled 
distance between toll centers, Also, 
it was shown, that at $1.05 on a sta- 
tion-to-station call, for the initial 
3-minute period, 222 miles is the 
scheduled distance between toll cen- 
ters under the intrastate rate, and for 
the same charge and service 300 miles 
is the scheduled distance between toll 
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centers under the interstate rate. 
Many other and similar examples were 
enumerated with a rate differential 
consistently existing against Pennsyl- 
vania. The existence of this differ- 
ential adversely affecting the rates for 
calls between many points in Penn- 
sylvania is admitted by respondent. 
Albert H. Osterman, in testifying 
for respondent, stated that he is as- 
sistant vice president of the company 
and, as to his qualifications, stated that 
his duties placed him in charge of 
rates, rules, and regulations connected 
with furnishing service and that it 
is his responsibility to recommend rate 
policies to the executives of respond- 
ent. He testified also that The Bell 


Telephone Company of Pennsylvania 
furnishes service throughout the state 
of Pennsylvania ; that it does not own 
any property whatsoever outside of 
Pennsylvania, and that by itself and 
through connecting companies it pro- 


vides either exchange or long-distance 
telephone service, or both, to every 
locality in Pennsylvania ; that the state 
is divided into exchange areas with 
definite boundaries, so that for a given 
exchange rate schedule the scope of 
exchange service is defined by the ef- 
fective tariffs ; that for service beyond 
the local service areas, additional toll 
charges are applicable, in accordance 
with a toll rate schedule, graduated by 
a standard method according to dis- 
tance; that the tariffs for both ex- 
change and toll service are designed by 
respondent to provide sufficient rev- 
enue to meet expenses and provide a 
return on respondent’s investment; 
that exchange revenues are related to 
a statewide schedule of rates and that 
toll rates are related to revenue neces- 
sities so that the combined revenues 
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produced by both exchange and toll 
service are required for the entire sys- 
tem. 

The record shows that American 
Telephone and Telegraph Company, 
as the result of negotiations with the 
Federal Communications Commis- 
sion, made a reduction in its interstate 
toll rate schedules aggregating ap- 
proximately $12,000,000 per annum 
which became effective January 15, 
1937. Witness Osterman testified 
that had similar toll rates been adopt- 
ed for the intrastate business in Penn- 
sylvania, the effect upon the revenues 
of respondent would have been an 
approximate reduction of $600,000 
per annum. The record shows also that 
prior to January 15, 1937, the Penn- 
sylvania rates on interstate and intra- 
state toll service for distances in ex- 
cess of 36 miles were in agreement 
and that on that date respondent re- 
vised certain interstate rates to points 
outside the state to conform with the 
revised schedules of American Tele- 
phone and Telegraph Company, but 
retained without change the rates pre- 
viously in effect between four or five 
eastern Pennsylvania counties and 
southern New Jersey and Delaware 
because this interstate business was 
reserved by a license contract to The 
Bell Telephone Company of Pennsyl- 
vania, in conjunction with neighbor- 
ing Bell companies, to be handled over 
its own lines. 

Testimony by respondent tended to 
show that an annual reduction in rev- 
enue, amounting to approximately 
$600,000 would be sustained if the 
revised interstate rates were made ef- 
fective for comparable distances be- 
tween toll centers on intrastate toll 
business. While respondent stated it 
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could not afford to sustain the loss of 
this revenue, the record shows that 
the gross amount, by which monthly 
toll revenues would be reduced under 
the application of the rate schedules 
now in effect for interstate business, is 
less than the normal fluctuations in 
toll revenue under existing rates from 
month to month as shown by re- 
spondent’s exhibits in the record. The 
record also shows that respondent 
does not deny that its failure to revise 
its intrastate rates results in a dis- 
crimination against Pennsylvania sub- 
scribers, but insists it is not an unrea- 
sonable discrimination. 

At Case No. 2428—Louisiana Pub. 
Service Commission v. Southern Bell 
Teleph. & Teleg. Co.—that Commis- 
sion, in its order dated July 27, 1937, 
among other things, ordered that, ef- 
fective October 1, 1937, rates for long- 
distance toll service rendered within 
the state of Louisiana shall be on the 
same basis as those now charged by 
the Southern Bell Telephone and Tele- 
graph Company, Inc., for its inter- 
state toll service, including its Sun- 
day and night discount rates on per- 
son-to-person and _ station-to-station 
calls. Similarly, the Georgia Public 
Service Commission, by order dated 
July 15, 1937, among other things, 
ordered that, effective August 1, 1937, 
rates for long-distance toll service, 
rendered within the state of Georgia, 
shall be on the same basis as those 
now charged by the company for its 
interstate toll service. Both of the 
above orders followed conferences be- 
tween representatives of the Southern 
Bell Telephone & Telegraph Company 
and the respective Commissions. As a 
result of the conferences, it was 
agreed that the orders should issue. 
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Article ITI, § 304, of the Public 
Utility Law (66 PS § 1144) pro 
vides that : 

“No public utility shall, as to rates, 
make or grant any unreasonable pref- 
erence or advantage to any person, 
corporation, or municipal corporation, 
or subject any person, corporation, or 
municipal corporation to any unrea- 
sonable prejudice or disadvantage, 
No public utility shall establish or 
maintain any unreasonable difference 
as to rates, either as between localities 
or as between classes of service. Un- 
less specially authorized by the Com- 
mission, no public utility shall make, 
demand, or receive any greater rate in 
the aggregate for the transportation 
of passengers or property of the same 
class, or for the transmission of any 
message or conversation for a shorter 
than for a longer distance over the 
same line or route in the same direc- 
tion, the shorter being included with- 
in the longer distance, or any greater 
rate as a through rate than the aggre- 
gate of the intermediate rates.” 

The record contains numerous un- 
controverted examples of discrimina- 
tion in rates for long-distance service 
against points involved in intrastate 
business over the lines of respondent 
when compared with the rates for in- 
terstate service over comparable dis- 
tances between toll centers. For ex- 
ample, the charge for a station-to- 
station call, 3-minute minimum initial 
period, from Harrisburg to Philadel- 
phia, is 60 cents, while from Harris- 
burg to Camden, New Jersey, the 
charge is 55 cents. The record shows 
on cross-examination of respondent’s 
witnesses that calls between these 
points are handled, as to operating 
methods, in the same manner and over 
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the same facilities of respondent from 
Harrisburg to Philadelphia, and from 
the latter point additional facilities 
are required to complete the interstate 
call to Camden. The rate differential 
in this case is against the subscriber 
calling Philadelphia from Harris- 
burg and in favor of the subscriber 
calling Camden from Harrisburg. 

The record also discloses evidence 
as to the book figures for investment, 
revenues, and expenses of respondent 
which is not directly material to the 
issue in this proceeding. Respondent’s 
witness Osterman in direct examina- 
tion, defined the point at issue as fol- 
lows: 

“The general issue is that the rates 
(for long-distance service) within the 
state are higher than they are inter- 
state for a like distance.” 

A careful review of the record as 
to the method used by respondent in 
furnishing long-distance service, both 
interstate and intrastate, shows that 
in so far as the telephone user is con- 
cerned, there is no differentiation be- 
tween calls connecting points in the 
state of Pennsylvania and calls con- 
necting points in Pennsylvania with 
points in other states. The practice of 
charging different rates (interstate and 
intrastate) for points involving the 
same distance in excess of 36 miles 
between toll centers is clearly discrim- 
inatory as between localities, is unrea- 
sonably so, and should be discontinued 
and we so find. 

After careful consideration of the 
record including testimony and ex- 
hibits, it appears that the anticipated 


probable reduction in toll revenue re- 
sulting from the establishment of the 
rate schedule of American Telephone 
and Telegraph Company for intrastate 
business, involving distances between 
toll centers of more than 36 miles, 
may be for the purposes of this pro- 
ceeding, assumed to be $600,000 per 
annum. 

We find, after consideration of the 
record and exhibits as to expenses, 
revenues, and book figures, and after 
careful consideration of all other fac- 
tors, rates of return, fixed capital, in- 
tercorporate agreements, allocation of 
territory, and methods of operation, 
that the issue in the present proceeding 
is as defined by respondent; namely, 
“that the rates (for long-distance 
service) within the state are higher 
than they are interstate for a like dis- 
tance” and that this is unreasonable 
discrimination under the provisions of 
the Public Utility Law now in effect 
and should be discontinued. 

Full consideration of the matters 
and things involved having been had, 
we find and determine that the prac- 
tice of The Bell Telephone Company 
of Pennsylvania, respondent, of charg- 
ing different and higher rates for 
long-distance service over distances of 
more than 36 miles between toll cen- 
ters of points in Pennsylvania, than 
are charged for comparable distances 
between points in Pennsylvania and 
points in other states, is an unreason- 
able discrimination under the Public 
Utility Law ; that such practice should 
be discontinued and that the rule is- 
sued in this proceeding should be 
made absolute. 
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The Real Estate-Land Title & 
Trust Company 


Philadelphia Electric Company 


[Complaint Docket No. 10981.] 


Rates, § 313 — Combined billing — Group of apartment house dwellings — Rights 


of trustee. 

A trustee having the power and duty to collect certain charges from the 
certificate holders who occupy apartments in a group of structural units 
divided into vertical duplex dwellings and apartments and having the pow- 
er and duty to allocate such charges collected for payment of taxes, mort- 
gage interest, insurance, building and loan dues, interest and premium, 
janitorial service, and for making ordinary repairs necessary to maintain 
the external structure, with power also to refinance mortgages, but not hav- 
ing broad general powers as trustee, was held not to be such a bona fide 
business unit as would entitle it to come within the wholesale power and 
light classification of an electric company’s tariff, entitled to receive single 
point delivery of electricity for the apartments in the group. 


[March 7, 1938.] 
— against refusal of electric utility to furnish single 
point delivery of electricity under a wholesale light and 
power rate; complaint dismissed. 
> 
tariff schedule WLP: “Availability. 


in this proceeding involves the refusal 
of the respondent to furnish single 
point delivery of electricity under its 
Wholesale Light & Power Rate. Serv- 
ice under these conditions was request- 
ed by complainant on October 31, 
1934, and refused by respondent com- 
pany shortly thereafter. Whether or 
not complainant is entitled to come 
within the classification affording the 
benefits of the Wholesale Light & 
Power Rate depends solely upon the 
question of whether it is a “consumer” 
within the meaning of the respondent’s 


Electric service for use in large quan- 
tities for light and/or power at the 
option of the consumer.” It is ad- 
mitted by respondent that the cur- 
rent consumed would, if the Villa 
D’Este was a consuming unit, entitle 
complainant to the benefits afforded 
by the Wholesale Light & Power Rate 
classification. 

The evidence in this case was pre- 
sented mainly in the form of a stipula- 
tion. The facts which are relevant to 
the determination of the question may 
be stated as follows: 
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Sometime in 1926, John H. Mc- 
Clatchy, a real estate developer, pur- 
chased a tract of land in Upper Darby 
township, Delaware county. In the 
same year he received permits for con- 
struction of dwellings to be erected on 
this tract of land. Pursuant to the 
authority granted by these permits he 
built 66 structural units which were 
divided into 132 vertical duplex dwell- 
ings or 264 apartments now known as 
the “Villa D’Este.” 

The Villa D’Este development is de- 
scribed as follows: One apartment 
section parallels the south side of 
Glenthorne road and includes apart- 
ments 7232 to 7264, inclusive, all situ- 
ated on 34 lots ; another section direct- 
ly south and paralleling the former 
with an open court between is on the 
northern side of Radbourne road and 
includes apartments 7233 to 7263, in- 
clusive, situated on 31 lots; another 
section paralleling the above two sec- 
tions is on the south side of Radbourne 
road and includes apartments 7254 to 
7286, inclusive, and occupies 34 lots; 
another section northwest of the inter- 
section of Glenthorne road and Guil- 
ford road runs in a northerly and 
southerly direction and includes apart- 
ments 7291 to 7299 and occupies 10 
lots; and the last section is northeast 
of the intersection of Glenthorne road 
and Alderbrook road paralleling the 
latter road, and runs approximately in 
a northeasterly-southwesterly direc- 
tion and includes apartments 7210 to 
7230, inclusive, situated on 24 lots. 

While the structures were in the 
course of construction, the said John 
H. McClatchy made application to the 
Delaware County Electric Company, 
since merged into the respondent com- 
pany, requesting provision of the nec- 
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essary facilities for electric service to 
the said development. The application 
contemplated the separate supply and 
separate metering of electricity by the 
electric company to each of the 264 
apartments or residences. Pursuant to 
this request the Delaware County 
Electric Company installed the neces- 
sary equipment and the requested serv- 
ice has been maintained since that date. 

Prior to July 30, 1926, the said 
John H. McClatchy, placed upon each 
vertical half of each of the 66-apart- 
ment structures, that is to say, upon 
each of the 132 vertical duplex dwell- 
ing structures, first and second mort- 
gages. The first mortgages are owned 
by various unrelated entities. The sec- 
ond mortgages are owned by four sep- 
arate and unrelated building and loan 
associations, namely, Pennsylvania 
Security Building and Loan Associa- 
tion, Pennsylvania Savings Building 
and Loan Association, Girard Sunder- 
land Building and Loan Association, 
and Daylight Savings Building and 
Loan Association. Each building and 
loan association had second mortgages 
on properties in the development ; the 
properties to which the mortgages ap- 
pertain not being contiguous. Each 
of the second mortgages was in stand- 
ard form providing that the mortgagee 
could make a peaceful entry in case of 
default. McClatchy, in granting the 
mortgages, assumed personal liability 
as obligor, guarantor, or otherwise on 
all of the first and second mortgage 
bonds. 

On July 30, 1926, and subsequent to 
the placing of the mortgages, the said 
John H. McClatchy, and Mary E., his 
wife, conveyed the property to The 
Land Title and Trust Company by 
deed. 
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On August 2, 1926, a certain agree- 
ment of trust was executed wherein the 
said John H. McClatchy and Mary E., 
his wife, were parties of the first part 
and The Land Title & Trust Company 
was party of the second part, and the 
holders of certificates under the terms 
of the agreement and their assigns, 
who should execute the agreement up- 
on Schedule “A” thereto appended, 
were parties of the third part. Sched- 
ule “A” referred to in this agreement 
of trust is simply a schedule providing 
a place for the signatures of the par- 
ties to the agreement of trust. Sched- 
ule “B” provides the actual form of 
the so-called “ownership certificates” 
and Schedule “C”’ is a copy of the war- 
rant of attorney authorizing the trus- 
tee to confess judgment in ejectment 
in case of default by the certificate 
holder. The agreement provides that 


The Land Title and Trust Company 
(hereinafter referred to as “trustee’’), 


should hold title to the structures up- 
on the trusts and with the powers and 
duties specified in the trust agreement. 
These enumerated powers and duties 
provided that: 

“1. The trustee shall hold title to 
the property herein described and the 
appurtenances thereto upon the follow- 
ing trusts and with the following pow- 
ers and duties : 

“(a) Upon receipt of the purchase 
price by John H. McClatchy and cer- 
tificate from him to the trustee to that 
effect, and execution and delivery by 
each certificate holder of a collateral or 
mortgage bond to the Building & Loan 
Association in the amount due on the 
apartment designated for such certifi- 
cate holder, being one-half of the total 
amount of the mortgages secured up- 
on the two apartments constituting the 
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unit to which said apartment belongs, 
to issue to the certificate holders, re. 
spectively, ownership certificates in 
the form hereto annexed, marked 
Schedule B, designating their respec- 
tive interests in the property as shown 
upon Schedule A, which contains the 
signatures of the respective certificate 
holders. 

“(b) To permit and suffer the said 
certificate holders, their respective ex- 
ecutors, administrators, and those of 
their assigns, who are subsequent hold- 
ers of certificates, to use, occupy, and 
enjoy the said separate portions of the 
said buildings and ground allotted to 
them respectively, as shown upon 
Schedule A, so long as they shall re- 
spectively pay their proportion of the 
costs, charges and expenses set forth 
and provided for in paragraphs 1 (c) 
hereof, and keep and perform all the 
covenants herein contained. 

“(c) To collect and receive in equal 
monthly payments in advance on the 
first of each month, from each of the 
certificate holders, their respective ex- 
ecutors, administrators, or assigns 
(holders of certificates herein referred 
to), one-half of the monthly propor- 
tion of the amount required to pay the 
taxes and water rents upon the unit of 
which their respective apartments form 
a part, and the lot of ground upon 
which the said unit is located, and the 
appurtenances thereto, and the fire and . 
other insurance thereon, the interest 
upon the first mortgage and the month- 
ly payment for dues, premium, and in- 
terest upon the Building & Loan sec- 
ond mortgages secured thereon, to- 
gether with gas bills and the propor- 
tionate amount of the cost and charg- 
es of the trustee, and an estimated 
amount to cover ordinary repairs, in- 
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cluding awnings, costs of janitor serv- 
ice, which includes the keeping in or- 
der of the yard or park in front of the 
premises, the cleaning of the stairway, 
areaways, and meter room, the clear- 
ing of snow from the premises and the 
sidewalks, the collection of garbage, 
and also including the cost of the re- 
financing of the property in the event 
that it should be necessary to replace 
the mortgages or either of them. The 
amount so to be paid by each. 

“(d) It shall be the duty of the 
trustee upon receiving the amounts due 
by the certificate holders, to pay the 
taxes, water rent, interest, insurance, 
Building & Loan dues, interest, and 
premium, when and as they fall due, 
and to generally supervise the repairs 
to and care of the premises and of the 
park or yard in front or back thereof. 
The trustee shall also have full power 
and authority to refinance the proper- 
ties or any one or more of them by 
paying off the said mortgages and cre- 
ating new ones, and for this purpose 
may, if it deems best, convey the prop- 
erty to any individual or corporation 
for the purpose of making the new 
mortgages, and may receive reconvey- 
ance from such mortgagor, the title 
thereupon to be vested in the trustee 
with the same force and effect as it had 
been prior to such conveyance for the 
purpose of refinancing. The total 
amount of such new encumbrances 
shall not be increased beyond the 
amount of the present encumbrances 
thereon without the consent of the 
holders of the two certificates which 
apply to the unit so conveyed, financed, 
and reconveyed; such consent to be 
evidenced by their witnessing the new 
mortgage or mortgages. The expense 
of such refinancing shall be repaid to 
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the trustee as a part of the necessary 
expense of operation in accordance 
with the provisions of paragraph (c), 
and shall be equally distributed over 
the monthly payments for the year in 
which the refinancing is accomplished.” 

In short, the trustee had the power 
and duty to collect certain charges 
from the certificate holders and allo- 
cate the charges so collected for pay- 
ment of taxes, mortgage interest, in- 
surance, building and loan dues, inter- 
est and premium, janitorial service, 
and for making ordinary repairs nec- 
essary to maintain the external struc- 
ture. The trustee also had the author- 
ity to refinance the mortgages for the 
same amount if refinancing was nec- 
essary. 

The rights and interests of the vari- 
ous certificate holders are stated in the 
trust agreement and the several sched- 
ules appended : 

“And whereas, the certificate hold- 
ers have severally and respectively 
agreed to purchase the full equitable 
interest in their respective apartments 
as shown on the schedule hereto an- 
nexed, subject to the said mortgages, 
each of them, his executors, adminis- 
trators, and assigns (subsequent hold- 
ers and owners of the ownership cer- 
tificates ), having the right to use, oc- 
cupy, and enjoy under all the terms 
and conditions hereof, the floor of the 
apartment house and the use of the 
stairways and of the portion of the 
basement, and the garage at the rear 
thereof, appurtenant to their apart- 
ments, respectively, and the joint use 
of the two lots of ground upon which 
the two houses are erected, in common 
with the equitable owners of the other 
three apartments thereof, for the pur- 
pose and under the terms herein set 
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forth (Third Preamble of the Agree- 
ment of Trust). 

“This certifies that . 
as holder of one of these certificates is 
(or are) entitled to the exclusive own- 
ership and occupancy of apartment 

. of Apartment house No 
under the terms of the deed of trust” 
(Form of Certificate, Schedule B). 

“Whereas 
undersigned, is the holder of certificate 
DOK, os waedae issued by the Real Es- 
tate Land Title and Trust Company, 
trustee, and representing an equitable 
ownership in Apartment a 
(Schedule C. Warrant of Attorney.) 

The trust agreement provides as re- 
spects modification or termination of 
the trust that: 

“3. (a) The trust hereby created 
may be modified as to any one or more 
apartment houses composed of four 
apartments, A, B, C, and D, by unani- 
mous action by the trustee and the four 
certificate holders owning them or by 
joint action of the trustee and a ma- 
jority of the certificate holders entitled 
to possession of such apartment hous- 
es, respectively, provided in the latter 
case sixty days’ notice be given to the 
remaining certificate holder, in writ- 
ing, left upon the premises owned by 
such holder, outlining the nature of the 
changes desired, and such changes 
shall be effective when adopted by the 
trustee and a majority of the holders 
of certificates after notice, or by unani- 
mous action without such notice, as 
to each apartment house composed of 
two units, and apartments A, B, C, 
and D as above, and shall be embodied 
in a supplemental agreement of trust 
executed by all or by a majority of the 
certificate holders, as the case may be, 
and by the trustee, and attached here- 
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to. A certificate of the trustee em. 
bodied therein shall be sufficient proof 
of the giving of the necessary notice. 
When so executed and attached, such 
modification shall be and become a 
part thereof in all respects as if origi- 
nally embodied herein. 

“(b) Any certificate holder may at 
any time after twenty years from the 
date hereof, upon giving to the trus- 
tee six months’ written notice of such 
certificate holder’s intention so to do, 
terminate the trust hereby created and 
upon such termination the trustee 
shall grant and convey the respective 
units subject to the encumbrances then 
existing to the holders of the respec- 
tive certificates as tenants in common 
upon payment to the trustee of all 
amounts due it under the provisions 
hereof, or upon the joint request of the 
holders of certificates for the whole of 
one of the units, consisting of A and 
B, or C and D, the trustee shall grant 
and convey the said unit under such 
form of agreement of trust as the 
holders of said certificates may lawful- 
ly direct, and a recital of said request 
in any such deed of conveyance shall be 
full and complete evidence thereof. 
Upon such conveyance this trust shall 
cease and determine.” 

Concurrently with the creation of 
the principal trust, McClatchy, by a 
separate instrument, viz., deed of trust, 
trusteed cash and securities with an ag- 
gregate value of $25,000 for better as- 
suring the administration of the 
“agreement of trust.” The working 
capital in this trust fund could be 
loaned by the trustee, under the deed 
of trust, both to aid defaulting certif- 
cate holders, who were parties under 
the agreement of trust, and to pay for 
the charges which the trustee, under 
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the agreement of trust, had to pay as 
title holder to these properties. 

All certificates of ownership but 12 
were issued to purchasers who had 
paid the said John H. McClatchy. 
These remaining 12 were issued in the 
name of John Dolan, straw man for 
the said John H. McClatchy. 

It is significant to note, at this time, 
that on October 31, 1927, The Land 
Title and Trust Company effected a 
merger with The Real Estate Title In- 
surance and Trust Company forming 
The Real Estate Land Title and Trust 
Company, the complainant in this 
case. Thereafter, by deed dated De- 
cember 30, 1933, The Real Estate 
Land Title and Trust Company con- 
veyed the property, which it held, indi- 
vidually, by virtue of the previous 
transfer from McClatchy and his wife, 
from itself, individually, to The Real 
Estate Land Title and Trust Com- 
pany, trustees. 

For a period of time after execu- 
tion of the agreement of trust, the 
trustee collected and received from the 
holders of all issued ownership certifi- 
cates, the costs and charges as provid- 
ed for in the agreement of trust. 

After a time, and from time to time, 
holders of various ownership certifi- 
cates defaulted in the payment of the 
monthly charges due under the agree- 
ment of trust. As a consequence of 
the defaults by the various certificate 
holders the trustee exposed for sale 
at public auction the equitable interests 
of the defaulting parties, including the 
equitable interests and their shares of 
building and loan stock. At such pub- 
lic auctions the said John H. Mc- 
Clatchy, or his representative, or the 
representative of the said trustee, ap- 
peared and made nominal bids for the 
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ownership certificates but at the same 
time severally made known their de- 
clensions and refused to assume any 
of the liabilities of the defaulting cer- 
tificate holders. The ownership 
certificates were struck down at said 
public auction to the said John H. 
McClatchy or to his nominee or to the 
said trustee or to its nominee, but the 
liability of such defaulting certificate 
holders was not then, nor at any time 
thereafter assumed by, for, or on 
behalf of the said John H. Me- 
Clatchy, or by, for, or on behalf of the 
trustee or by, for, or on behalf of the 
nominee of either of them. 

Neither the said John H. McClatchy, 
or his nominee, or representative, nor 
the nominee or representative of the 
trustee to whom said ownership cer- 
tificates were so struck down, executed 
Schedule “A” of the agreement of 
trust, nor the letter of attorney ap- 
pended to the trust agreement as 
Schedule C, nor any collateral or mort- 
gage bond to accompany the building 
and loan mortgages appurtenant to the 
premises to which the ownership cer- 
tificates referred, nor were new own- 
ership certificates issued to the said 
John H. McClatchy, or to his nominee 
or to the trustee or its nominee. 

At a later date because of the numer- 
ous defaults by certificate holders, 
various of the second mortgages cov- 
ering the vertical premises as afore- 
said, became in default. Asa result of 
the defaults in the second mortgages, 
an agreement was entered into on De- 
cember 21, 1933, between the said 
John H. McClatchy and Mary E., his 
wife, the trustee and all the second 
mortgagee building and loan associa- 
tions. This agreement, in essence, 
provided that the said John H. Me- 
23 P.U.R.(N.S.) 
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Clatchy transfer to the respective 
mortgagee building and loan associa- 
tions the “ownership certificates” ac- 
quired by him or for him in the vari- 
ous public auctions and the twelve 
“ownership certificates” issued to John 
Dolan, straw man for John H. Mc- 
Clatchy, as herein earlier mentioned 
and also transfer all his right, title, and 
interest under the trust agreement to 
the holders of the second mortgages. 
The building and loan association, 
upon receiving new certificates, signed 
Schedule “A,” although there was 
nothing in the agreement providing 
that they should doso. However, they 
did not execute the collateral bond re- 
ferred to in the agreement of trust and 
they did not execute Schedule C of the 
agreement of trust containing the war- 
rant of attorney to confess judgment 
in ejectment. The agreement of De- 


cember 21, 1933, in addition, provided 


that The Real Estate Land Title & 
Trust Company should collect “From 
the occupants of the various apart- 
ments the sums payable by them either 
as certificate holders or as lessees of 
the apartments.” The sums collected 
from the “certificate holders shall be 
applied as heretofore in accordance 
with the agreement of trust. The 
rentals from the leased apartments 
shall be applied to operating expenses 
including trustee’s expenses, to the 
payment of the taxes and interest on 
first mortgages on the leased apart- 
ments and to pay over any remainder 
to the Building and Loan Associations 
in proportion to the amount of mort- 
gages held by them respectively on all 
of the apartments which are not occu- 
pied or equitably owned by certificate 
holders . 

After the agreement of December 
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21, 1933, defaults occurred on addi- 
tional second mortgages by reason of 
defaults in monthly payments due un- 
der the agreement of trust on the 
“ownership certificates” and the trus- 
tee, from time to. time, declared the 
original “ownership certificates” for- 
feited and issued what purported to 
be “ownership certificates,” to the 
proper building and loan associations 
holding the second mortgages on the 
vertical structures to which said de- 
fault “ownership certificates” apper- 
tained. There is nothing in the evi- 
dence to indicate that the building and 
loan associations which received these 
later certificates signed any of the 
aforementioned schedules. 

It appears, therefore, from an anal- 
ysis of the record that at the time 
of the filing of the stipulation of evi- 
dence the situation was such that there 
were 59 nondefaulting certificate hold- 
ers who were in possession of the 
apartments to which the certificates ap- 
pertained. The remaining 205 certifi- 
cates were in possession of four build- 
ing and loan associations because of 
failure by the various certificate hold- 
ers who were entitled to “equitable 
ownership,” and the use and occupan- 
cy of the apartments to which they ap- 
pertained, to pay the necessary charges, 
in consequence of which, the second 
mortgages on the vertical dwellings 
became in default. ' 

Complainant, in an endeavor to es- 
tablish its right to come within the 
classification of Wholesale Light & 
Power Rate, presents the contention 
that it is a “consumer” within the 
meaning of that classification because 
it operates as a business unit and fora 
single purpose through the medium of 
an association commonly referred to 


184 





THE REAL ESTATE-LAND T. & T. 


as a “Massachusetts, Common Law, 
or Business Trust.” ~ Complainant 
presents in evidence various agree- 
ments and cites certain authorities to 
establish, first, that this is such an as- 
sociation and, second, that such an as- 
sociation is recognized in the state of 
Pennsylvania as a legal entity. 

The legal relationship created by 
the McClatchy agreement of trust does 
not fall within the definition of a 
Massachusetts trust stated in Corpus 
Juris (65 C. J. § 1025): 

“A business or common-law trust, 
sometimes known as a ‘Massachusetts 
trust,’ is a form of business organiza- 
tion consisting essentially of an ar- 
rangement whereby property is con- 
veyed to trustees, in accordance with 
the terms of an instrument of trust, to 
be held and managed for the benefit of 
such persons as may from time to time 
be holders of transferable certificates 
issued by the trustees showing the 
shares into which the beneficial inter- 
est is divided, and which certificates 
entitle the holders to share ratably in 
the income of the property, and, on 
termination of the trust, in the pro- 
ceeds.” 

Nor does it come within the defini- 
tion of such an association as found 
in the excellent discussion on Massa- 
chusetts trusts, 37 Yale Law Journal, 
1105. 

“The term ‘Massachusetts trust,’ 
otherwise known as the ‘business’ or 
‘common law’ trust is used generally 
to denote an unincorporated organiza- 
tion created for profit under a written 
instrument or declaration of trust, the 
management to be conducted by com- 
pensated trustees for the benefit of 
persons whose legal interests are rep- 
resented by transferable certificates of 
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participation, or shares. The purpos- 
es for which such an organization may 
be formed are apparently without lim- 
it in the absence of statutory restric- 
tions.” 

To the same effect are Goldwater v. 
Oltman (1930) 210 Cal. 408, 292 Pac. 
624; Brown v. Bedell (1934) 263 N. 
Y. 177, 186, 188 N. E. 641; Crocker 
v. Malley (1919) 249 U. S. 223, 63 
L. ed. 573, 39 S. Ct. 270. 

An important element of such an as- 
sociation is its organization for profit 
and the sharing of such profit ratably 
by the beneficiaries. “The sharehold- 
ers should have no rights except to re- 
ceive dividends ” Brown 
v. Bedell, supra. The beneficiaries in 
the McClatchy agreement of trust do 
not share in any income or profit be- 
cause no profit was contemplated. The 
only purpose of the McClatchy agree- 
ment of trust was to create an ordinary 
trust relationship, the trustee “‘operat- 
ing” mainly for the purpose of collect- 
ing certain basic charges and allocat- 
ing them to the proper parties, refi- 
nancing the mortgage if necessary, 
providing for and making repairs to 
the building, which repairs affected the 
whole of the various structures, and 
also providing for janitorial services. 
The charges involved are basic charg- 
es such as payment for mortgage inter- 
est, taxes, insurance, Building and 
Loan dues, and interest and premium. 
Hence, no profit could be made by this 
“association” in which there could be 
a general sharing. 

The trustee was not granted, in this 
instance, by the agreement of trust, 
any broad general powers such as “ab- 
solute power to the trustees to manage, 
control, mortgage, dispose of the mon- 
ey and property of the trust in carry- 
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ing on the business specified in the 
deed, with as full discretionary power 
and authority as they would have if 
they were sole and absolute owners.” 
Small v. Smith (1928) 294 Pa. 163, 
143 Atl. 786; Crocker v. Malley, su- 
pra; such powers as are usually grant- 
ed to a trustee of a business or com- 
mon-law trust. 

In short, the McClatchy agreement 
of trust merely created an ordinary 
trust relationship which is to be dis- 
tinguished from a business or com- 
mon-law trust and is not to be con- 
sidered as a business unit. 

Assuming, however, for the moment 
that the complainant’s contention is 
correct, that the attributes of this le- 
gal artifice determine it as a Massachu- 
setts or Business Trust, the question 
then arises as to whether such an as- 
sociation, created in this common- 
wealth, is to be validly recognized. 
There has been no case decided by 
Pennsylvania courts sustaining the 
validity of such an association where 
the association has been organized in 
this state. Such a case is of first im- 
pression in Pennsylvania. The two 
authorities, Morris v. Metalline Land 
Co. (1894) 164 Pa. 326, 30 Atl. 240; 
(1895) 166 Pa. 351, 31 Atl. 114, cit- 
ed by complainant in support of the 
contention that they are valid in Penn- 
sylvania are not in point. Both deal 
with joint stock companies and not 
business trusts. 

Since the validity of such an asso- 
ciation is still an open question in this 
commonwealth, let us further assume 
that it is validly recognized. The re- 
maining question is then squarely pre- 
sented: Should such an association 
be afforded the benefits of the Whole- 
sale Light and Power rate classifica- 
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tion of respondent’s tariff? Such a 
problem is controlled by Hunter y, 
Public Service Commission (1933) 
110 Pa. Super. Ct. 589, 2 PUR. 
(N.S.) 285, 289, 168 Atl. 541. The 
superior court, in affirming a decision 
by the Commission, refused a com- 
mon owner of contiguous properties 
the right to afford herself of a more 
beneficial classification, which neces- 
sarily involved single point metering 
and billing, as in the instant complaint, 
stating : 

“We do not think that the mere fact 
that the contract for supply is made 
with the individual who owns all of 
the properties is controlling of the sit- 
uation, in view of all the other circum- 
stances connected with the use of the 
properties. 

“Neither the fact that there are 
several buildings on the plot receiving 
separate services, nor the fact that the 
sole owner of these buildings would be 
the contracting party for water serv- 
ice rendered thereto, are the factors 
upon which to determine this complain- 
ant’s grievance. The real point at is- 
sue is whether the complainant is a 
single commercial-industrial consumer 
receiving water for the purposes of 
one business unit, or whether the thir- 
ty-four tenants are each essentially 
separate domestic and/or commercial 
consumers.’ ” 

Taking into consideration all the 
evidence presented, that the certificate 
holders are the “equitable owners” and 
in many instances the occupants of 
each apartment, that the trustee’s du- 
ties are limited and not discretionary, 
that no profit was contemplated, that 
the whole group of apartment house 
dwellings in general does not have 
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common conveniences, that for all 
practical considerations each is a sep- 
arate and distinct residence having all 
the necessary facilities and being en- 
tirely complete in itself, it is our opin- 
ion that this association is not such a 
bona fide business unit as would enti- 
tle it to come within the Wholesale 
Power and Light Classification of re- 
spondent’s tariff. 

To sustain this complaint would be 
to sanction the organization of whole 
blocks of individual owners into asso- 
ciations like these for the sole purpose 
of affording themselves the benefits of 
aclassification to which, as individuals, 
they would not be entitled. These as- 
sociations could redistribute the energy 


to the owners and occupants of the 
various premises. This device would 
not necessarily confine itself to electric 
companies but could be employed by 
individual owners to afford themselves 
the benefits of more favorable classi- 
fications of other utility companies. 
The effect of such an arrangement 
would be to result in upsetting 
the whole rate structure under which 
the service of the Philadelphia Elec- 
tric Company and other utilities is fur- 
nished, to the detriment and discrimi- 
nation of thousands of other individu- 
al consumers ; therefore, 

Now, to wit, March 7, 1938, it is 
ordered: That the complaint be and 
is hereby dismissed. 





NEW YORK DEPARTMENT OF PUBLIC SERVICE, STATE DIVISION, 
PUBLIC SERVICE COMMISSION 


Re New York State Electric & Gas 


Corporation 


[Case Nos. 9226-9229, 9236, 9245.] 


Franchises, § 5 — Substitution of new franchise. 
The substitution of one franchise for an exactly similar franchise, except 
in the name of the grantee, should not be approved unless something definite 
is to be gained, since otherwise consumers and the state would be put 


to needless expense. 


[December 7, 1937.] 
cee for authority to exercise franchise rights; demed. 


APPEARANCE in each case: E. B. 
Naylon (by G. A. Aronson), New 
York city, Attorney for New York 
State Electric & Gas Corporation. 


Mattsre, Chairman: These cases 
are so similar that one memorandum 
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will suffice to state the reasons why 
the petitions have been denied. The 
petitioning company is the same in 
each instance and no one appeared in 
any case except Mr. Naylon, attorney 

for the applicant. 
The facts in Case No. 9228 are as 
23 P.U.R.(N.S.) 
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follows: The petitioner is now oper- 
ating under a franchise granted by the 
town of Big Flats on February 5, 
1932. On October 24, 1933, the Com- 
mission granted its approval to the 
exercise of the rights conferred by 
the franchise. The grantee was the 
Elmira Water, Light and Railroad 
Company, which was later merged un- 
der authority granted by this Commis- 
sion with the New York State Elec- 
tric & Gas Corporation. This fran- 
chise was of the standard type used in 
recent years by the petitioner in its ef- 
forts to secure uniformity of grants 
and the franchise which we are now 
asked to approve, granted to the pe- 
titioner on June 4, 1937, is of the same 
form. The only apparent difference 
between the franchise now in effect 
and the one we are asked to approve 
is the name of the grantee, the pro- 
posed franchise running directly to 
the New York State Electric & Gas 
Corporation. 

According to the record, there are 
in the town of Big Flats only two cus- 
tomers who pay approximately $34 to 
the operating company for the service 
rendered. 

The securing of a new franchise 
always involves some expense and in 
many instances that expense is sub- 
stantial as shown by the many reports 


that have been submitted to this Com-. 


mission from time to time in rate and 
capitalization cases. The local author- 
ity holds meetings and a public hear- 
ing. A petition to this Commission 
must be drafted, a hearing held, a re- 
port prepared by a Commissioner or a 
hearing officer, that report considered, 
and an order prepared—all involve 
some expense to the state. It is obvi- 
ous that unless something definite is 
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to be gained by the substitution of one 
franchise for an exactly similar fran- 
chise, except in the name of the 
grantee, the practice should not be ap- 
proved, otherwise consumers and the 
state would be put to needless expense. 

The Public Service Law (§ 68) 
provides that no gas or electric cor- 
poration “shall exercise any right or 
privilege under any franchise here. 
after granted without first 
having obtained the permission and 
approval of the Commission.” 

The same section also provides that 
“The Commission shall have power to 
grant the permission and approval 
herein specified whenever it shall aft- 
er due hearing determine that such 
construction or such exercise of the 
right, privilege, or franchise is neces- 
sary or convenient for the public serv- 
ice.” 

What is the public interest in this 
instance which requires the granting 
of a new franchise within four years 
from the time when the existing fran- 
chise was authorized? There is noth- 
ing in the record to show that the pres- 
ent franchise is not working satisfac- 
torily, that it has defects which ought 
to be cured, that the public is not ob- 
taining adequate service, or that in 
any other respect it is defective. The 
only reasons presented by the company 
relate to its own affairs and very minor 
matters at that. The applicant states 
that in making application to the Se- 
curities and Exchange Commission in 
relation to the issuance of securities, 
it is necessary to print copies of the 
franchise and to trace the chain of ti- 
tle, and that it is more economical for 
the petitioner to operate under a frat- 
chise which is issued directly to it. 

As to the item last mentioned, 
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nothing specifically is pointed out or 
suggested: It seems to have no real 
basis in fact. 

As to applications to the Securities 
and Exchange Commission, in the first 
place, they are not numerous. Fur- 
ther, when once a statement has been 
prepared showing the chain of title, 
nothing more would be necessary ex- 
cept possibly that the Securities and 
Exchange Commission might require 
the reprinting of the facts in connec- 
tion with each application; but if it 
did, the expense would be inappreci- 
able. As the two franchises are simi- 
lar, the cost of printing copies of the 
franchise, whether old or new, would 
be the same. 


The other cases listed above do not 
differ in essential facts from Case No. 
9228. The number of consumers, the 
amount invested in property and the 
revenues are larger, but the franchises 
—old and new are practically the same. 

In view of these facts, there are ap- 
parently no reasons which would jus- 
tify the expenditure upon the part of 
the company or upon the state in pass- 
ing upon proposals such as the ones 
now before us. We assume that when 
the companies have learned of our at- 
titude, they will cease to make fur- 
ther applications of this character. 


Commissioners Van Namee, Lunn, 
and Burritt concur; Commissioner 
Brewster not present. 
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Howard S. Palmer et al. Trustees of Prop- 
erty of The New York, New Haven 
& Hartford Railroad Company 


Soundview Transportation Company, 


Incorporated 


Re County Transportation Company, 
Incorporated 


[Case No. 9406.] 
Consolidation, merger, and sale, § 8 — Authority of Commission — Purchase 


price. 


1. The Commission, although it is not the financial manager of utilities 
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under its supervision, in exercising its statutory duty to pass upon the ac- 
quisition of securities by such a utility is bound to investigate and deter- 
mine if the purchase price proposed to be paid is reasonable and justified, 


p. 192. 


Consolidation, merger, and sale, § 20 — Grounds for Commission disapproval — 


Excessive purchase price. 


2. The Commission has no option but to find that a proposed acquisition 
of securities of one utility by another is not in the public interest and that 
authority for the acquisition should be denied when, after investigation, it 
is determined that the result of the purchase would be to deplete the capital 
assets of the purchasing company because the purchase price is not sup- 


ported by assets, p. 192. 


[March 1, 1938.] 
P ETITIONS for authority to acquire stock of a transportation 


company; denied. 


APPEARANCES: Thomas Bronson 
Jewell, New York city, Assistant 
Counsel, for Howard S. Palmer, 
James Lee Loomis, and Henry B. 
Sawyer, trustees of the property of 
The New York, New Haven and 
Hartford Railroad Company, and for 
County Transportation Company, Inc. 


By the Commission: This is a 
joint application by the trustees of the 
property of The New York, New 
Haven and Hartford Railroad Com- 
pany, and by the County Transporta- 
tion Company, Inc. 

The trustees of The New York, 
New Haven and Hartford Railroad 
Company were appointed by the dis- 
trict court of the United States in 
bankruptcy proceedings instituted in 
that court. 

The petition contemplates a double 
transfer of the stock of the Soundview 
Transportation Company, Inc. The 
first part of the petition is an applica- 
tion by the trustees of The New York, 
New Haven and Hartford Railroad 
Company to acquire all such stock, 
amounting to 150 shares. This stock 
is now owned by the receivers of the 
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New York, Westchester & Boston 
Railway Company. These receivers 
were appointed by the district court of 
the United States for the southern 
district of New York in an equity ac- 
tion. Each share has a par value of 
$100. The consideration to be paid 
for this stock is $1,000. The second 


part of the petition is an application 
by the County Transportation Com- 
pany, Inc., to acquire thereafter from 
the trustees of The New York, New 
Haven and Hartford Railroad Com- 
pany the said stock of the Soundview 
Transportation Company, Inc. 


The Soundview Transportation 
Company, Inc., is a New York cor- 
poration operating in the city of 
White Plains under authority of the 
Public Service Commission. Its fe- . 
ported fixed assets comprise only an 
amount of $522.25 in the account 
“Organization.” On the hearing it 
was stated by counsel for the com- 
pany that its sole assets consist of its 
franchises. It has no funded debt. 
Its liabilities consist entirely of sums 
owing to the County Transportation 
Company, Inc., amounting to approx- 
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imately $21,000. It is a wholly owned 
subsidiary of The New York, West- 
chester & Boston Railway Company. 

The lines of the Soundview Com- 
pany are operated by the County 
Transportation Company, Inc., under 
a contract which was approved by the 
Commission in Cases Nos. 2129, 
2130, and 2424, on or about March 
23, 1937. All of the capital stock of 
the County Transportation Company, 
Inc., is owned by the New York and 
Stamford Railway Company, and all 
the capital stock of the latter com- 
pany is in turn owned by The New 
York, New Haven and Hartford Rail- 
road Company. 

The second part of this petition is 
for authority to the transfer of this 
Soundview stock by the New Haven 
trustees to the County Transportation 
Company, Inc. The agreement for 
the transfer of this stock by the New 
Haven trustees to the County Trans- 
portation Company, Inc., is in con- 
sideration of the payment of $1,000 
by the County Transportation Com- 
pany, Inc. 

Mr. Smith, vice president of The 
New York, New Haven and Hart- 
ford Railroad Company, testified that 
the transaction involved in this pro- 
ceeding originated in the settlement in 
the bankruptcy proceedings of the 
New York, Westchester & Boston 
Railway Company in the Federal 
court in Connecticut in connection 
with which consideration was given 
to the pending amounts owed by the 
New York, Westchester & Boston 
Railway Company to the trustees in 
bankruptcy of The New York, New 
Haven and Hartford Railroad Com- 
pany. The total amount since the 
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bankruptcy and to August 1, 1937, 
was $1,038,738.61. 

The negotiations between the trus- 
tees of the two companies in the bank- 
ruptcy proceedings in the Federal 
court in Connecticut resulted in an 
agreement to settle these claims of 
approximately $1,000,000 for the sum 
of $360,000 A part of this con- 
sideration was the transfer of the 
stock of the Soundview Company to 
the trustees of the New Haven Com- 
pany at the agreed consideration of 
$1,000 hereinbefore mentioned. This 
settlement agreement was approved by 
the Federal court in Connecticut on 
August 17, 1937. Although under 
this settlement the $1,000 was in 
terms applicable not only to the 150 
shares of stock of the Soundview 


Company but also to any claims of 
the Westchester Company or the 
Westchester trustee against Sound- 
view Company, the record does not 


show that there were any such claims 
and counsel for the petitioners stated 
that as a matter of fact there were no 
such claims. 

For many years the County Trans- 
portation Company, Inc., has been 
conducting the operations of the 
Soundview Company. These opera- 
tions it is claimed have resulted in 
some very material economies to both 
companies. 

The 150 shares of stock proposed 
to be transferred were originally is- 
sued at $100 a share, or a total of 
$15,000. Nowhere in the record is 
there any basis for the proposed pur- 
chase price of $1,000 for these shares 
of stock. The Soundview Company 
has been operating at a deficit, such 
accumulated deficit amounted on Oc- 
tober 31, 1937, to $21,000, and at 
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the date when the books were closed, 
just prior to the hearing, had in- 
creased to $21,379.19. 

Section 54, subdivision 2, of the 
Public Service Law requires the con- 
sent of this Commission to the ac- 
quisition of the stock of an omnibus 
or motor vehicle line by any railroad 
corporation. By Chap. 788 of the 
Laws of 1930 this section was amend- 
ed by requiring: ‘No consent shall 
be given by the Commission to the 
acquisition of any stock in accordance 
with this section unless it shall have 
been shown that such acquisition is in 
the public interest.” : 

When omnibus corporations were 
placed under the jurisdiction of this 
Commission in 1931 a similar require- 
ment was included in § 63. This sec- 
tion directly prohibits the approval of 
the Commission to the acquisition 
and holding of stock by an omnibus 
corporation except when it is shown 
that such acquisition is in the public 
interest. 

[1, 2] In the present proceeding we 
are confronted with this situation: 
stock with concededly no book value 
is proposed to be acquired first by a 
railroad corporation and then by a 
New York state omnibus corporation 
at a purchase price of $1,000. How 
can the Commission hold that this ex- 


penditure is in the public interest? 
While it is true that the Commission 
is not the financial manager of util- 
ities under its supervision, yet when 
the statute places upon the Commis- 
sion the definite duty of passing up- 
on the acquisition of securities by such 
a utility, the Commission is bound, 
if it properly carried out its delegated 
duties, to investigate and determine 
if the purchase price proposed to be 
paid is reasonable and justified, and if 
after such investigation it be de- 
termined that the result of the pur- 
chase would be to deplete the capital 
assets of the company, the Commis- 
sion has no option but to find that such 
proposed acquisition is not in the pub- 
lic interest and that authority to the 
acquisition should be denied. 

As has been previously explained, 
two transfers are contemplated: first, 
the sale of the stock to The New York, 
New Haven and Hartford Railroad 
Company, and then the sale and trans- 
fer of such stock to the County 
Transportation Company, Inc. The 
two transfers must be considered as a 
single transaction. 

Under the facts shown we gafinot 
hold that the acquisition of this stock 
at the price proposed is in the public 
interest. The petitions should there- 
fore be denied. 
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ACCEPTANCE! 


ngineering executives purchase equipment on demonstrated performance. That 
ulcan Soot Blowers are on the preferred list of engineers who buy because 
t demonstrated lowest maintenance sound engineering and the ruggedest con- 
ruction ever built into Soot Blowers, is evidenced by the following partial list 
{ representative contracts installed or sold in 1937. 





Allis Chalmers Co. ........... West Allis, Wis. 
Ames, City of 

Atlantic Refining Co. ...........-. Atreco, Texas 
Baltimore Transit Co. .........+. Baltimore, Md. 
Bethlehem Steel Co. ....... Sparrows Point, Md. 
Chain Belt Company Milwaukee, Wis. 
Columbia Enameling & Stamping Co. , Terre Haute,ind. 
Container Corporation Carthage, Ind. 
Continental Diamond Fibre Co. ....Newark, N. J. 
Crosley Radio Corporation Cincinnati, Ohio 
Eldora Gold Mines Port Hope, Ontario 
Elgin, Joliet & Eastern R. R. Co 

Formica Insulating Co. .......... Cincinnati, Ohio 
Globe Steel Tubes Co. ......... Milwaukee, Wis. 
Hamilton Coke & Iron Co. ....... Hamilton, Ohio 
Helwig Silk Dyeing Co. ....... Philadelphia, Pa. 
Hudepohi Brewing Co. ......... Cincinnati, Ohio 
Jose Arechabala Socieda Cardenas, Cuba 
Kaukaw Sugar Co. ...........- Honolulu, Hawaii 
Kendall Refining Co. ..........+-. Bradford, Pa. 
Keystone Public Service Co. ........ Oil City, Pa. 
Latonia Refining Co. ..........000. Latonia, Ky. 
Lehigh Portland Cement Co. ...... Oglesby, Ili. 
McAndrews & Forbes 


MacSim Bar Paper Co. .......... Otsego, Mich. 
Mendocino State Hospital .... Calif. 
Metropolitan Edison Co. ...........- Reading, Pa. 
Municipal Power Plant 

N. Y. State Electric & Gas Co....Dresden, N. Y. 
Ohio Power Co. ....--.-ese00- Windsor, W. Va. 
Pennsylvania Electric Co. .........+- Sewart, Pa. 
Ralston Purina Company 

Republic Oil & Refining Co. 

Republic Steel Co. .........sse00- Thomas, Ala. 
Rochester & Pittsburgh Coal Co.....Lucerne, Pa. 
Schervier Hospital 

Sherwood Refining Co. 

Sloan Blabon Co. .........++. Philadeiphia, Pa. 
A. E. Staley Mfg. Co. .........005 Decotur, Ili. 
Thilmany Pulp & Paper Co. ...... Kaukauna, Wis. 
Tide Water Power Co. ...... Wilmington, N. C. 
Timken Roller Bearing Co. ....... Columbus, Ohio 
United Refining Co. .........ese00% Warren, Pa. 
U. S. Military Academy ° 
Vacuum Oil Co. ......eeeeeees Paulsboro, N. J. 
Village of Hinsdale Hinsdale, Hl. 
Washington Gas Light Co.....Washington, D. C. 
Westinghouse Elec. & Mfg. Co...Mansfield, Ohio 





ulan Soot Blower Corporation does not 
build down to a price. Vulcan builds into their 
quipment thirty-three years of experience; 
wilt by highly skilled engineering and plant 
personnel of long service, using the highest 
pe material that hard exacting service has 
emonstrated is the most practical for its 
purpose. The result is trouble free, long years 


of service, making unnecessary frequent ser- 
vicing—and when service is required, skilled 
field engineers on their rounds, offer it gladly 
to maintain your Vulcan equipment in top con- 
dition. Just ask the Vulcan Sales or Field En- 
gineer WHY Vulcan build into their equip- 
ment the most rugged, trouble free, lowest 
maintenance you can buy. 


VULCAN SOOT BLOWER CORP., Du Bois, Penna. 
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New Crew Compartment Design 
Features American Unit 


HE American Coach & Body Company, 

Cleveland Ohio, has designed an integral 
cab and body line construction unit that will 
set a new precedent in public utility units with 
built-in crew compartments, according to the 
manufacturer. 

For the past several years field operatives 
have preferred cabs large enough to accommo- 
date the entire crew of five or seven men, in- 
suring more comfort and promoting efficiency. 
This was accomplished on the first units by 
either substituting a larger cab on a standard 
chassis or lengthening a standard cab to accom- 
modate the extra men. Later, cabs on cab- 
over-engine chassis were leng'hened and a 
larger platform area was available because the 
cabs had been moved farther over the front 
wheels. 

The 4406 body designed by the American 
Coach & Body Company creates a new stand- 
ard in crew compartment design by including 
the body and cab into one integral unit. It is 
claimed to be the most satisfactory and eco- 
nomical solution to crew compartment design. 
Its appearance is uniform and is enhanced by 
its sweeping lines and rounded corners. Eigh- 
teen inches of valuable platform length is re- 
claimed by merging the cab and body. The il- 
lustra‘ion shows this unit mounted on a stand- 
ard 160-inch wheelbase cab-over-engine 
chassis. 

The 4406 body is equipped with a bus type 
folding door on the right side. An emergency 
door is located on the left side of the conven- 


tional hinged type with drop glass. The door i is 
not full leng‘h in order to permit the o 

of the door while the pole derricks are 
carried. This cannot be accomplished wi 
the ordinary units used in the past. 

A common difficulty in crew compartment 
designs has been in the shifting of the winch 
clutch lever through the rear ‘an window. The 
driver cannot shift this lever on crew com- 
partment units because of an extra seat be- 
tween him and the rear window. A vacuum 
clutch winch that is shifted by a lever on the 
dashboard permits easy and convenient op- 
eration. 

A universal swivel sheave is a further labor 
saving and safety feature recommended for 
this unit. 

A caboscope mounted on the roof of the cab 
permits the operator a clear view of derrick 
operations which is another definite safety 
feature. 


Plans $12,000,000 Expenditure 


HE Westinghouse Electric and Manufac- 
turing Company will spend approxi- 
mately $12,000,000 on new equipment and re- 
pairs this year, A. W. Robertson, chairman, 
announced recently. 

The projected outlay matches that appro- 
priated in 1937, the chairman stated, despite 
the slump in production and profits. The com- 
pany is, therefore, making this commitment 
because it believes “business conditions will 
improve,” he said. 

More than half the total will be spent in 
Pennsylvania, where the major plants of the 


American Coach & Body 
Co., offers utilities this, 
new line construction ve- 
hicle with body and cab 
one integral umt. 
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A set-up for meeting 
special requirements in strand 


HEN special characteristics are required in strand, the place to 

begin is at the open-hearth furnace. The complete integration 
of all manufacturing operations under Bethlehem’s system of control, 
beginning with steel making and following through all subsequent 
phases, is an important factor in making strand to meet special 
conditions. 


BETHLEHEM STEEL COMPANY 
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concern are located. New England and New 
Jersey rank next in order. 

New machinery will account for about $5,- 
000,000 of the total intended expenditure. 


Pyrene Offers Larger Unit 


LARGER capacity Phomaire Play Pipe 
Model PP24 that makes 500 to 750 gal- 
lons of fire-smothering foam per minute and 
produces 350 gallons of foam from only one 
gallon of Phomaide solution has been an- 
nounced by the Pyrene Manufacturing Com- 
pany, Newark, N. J. 
Water at 75 pounds pressure or more may 


be pumped from suction, hydrant or water 
tank. Only 35 to 40 gallons are required per 
minute, making it practical wherever the wa- 
ter supply is limited or for use on booster 
tank or booster pump. In addition to the foam 
stream for fighting flammable liquid fires, a 
water stream for extinguishing any lingering 
fire in ordinary combustibles may be utilized 
by simply closing the cock and cutting off the 
supply of foam-making solution. 

The manufacturers claim that fire records 
coming in from all parts of the United States 
testify that the flexibility and fire-fighting effi- 
ciency of this new Phomaire Play Pipe, which 
is operated by one person, establishes it as one 
of the most important advances in modern fire- 
fighting methods in recent years. 


Burnham Price Changes: 


HE Burnham Boiler Corporation of 
Irvington, N. Y., announces new Boiler 
and Radiator prices as of April 1, 1938. 

The smaller boilers have been increased 
slightly over the previous pricesheet, whereas 
substantial reduction has been made in the 
larger sizes. 

On Radiation, the prices on some of the 
sizes were reduced, while others were in- 
creased. 


JUNE 9, 1938 


Gas Equipment Manufacturers 
Hold Annual Meeting 


i Hes. need for constant codperation be- 
tween operating gas companies and manu- - 
facturers of gas appliances and equipment in © 
order to serve the public most effectively was 
stressed by N. C. McGowen, president of the 
American Gas Association, when he addressed 
the annual convention of the Association of 
Gas Appliance and Equipment Manufacturers — 
held recently at White Sulphur Springs, W. 

a. me 
Merrill N. Davis, president of the 
A.G.A.E.M. and executive vice-president of 
the S. R. Dresser Mfg. Co., urged greater 
sales effort toward the replacement of obs 
lete equipment in homes everywhere as 
means of opening up a wide selling market, ¢ 
giving industry a strong normal stimulus, ar 
making possible a great saving for those i 
vesting in modern, efficient appliances. 

Emphasizing the importance of adequate 
vertising and continuous promotional effo: 
Mr. Davis stated: “The public is becomi 
aware of the fact that gas is a thorough 
modern fuel when modern equipment and 
pliances are utilized. To sell more appliances © 
we must not only continue our present policy 
of advertising but we must increase the amount 
a done and use the best mediums avail- 
able.’ 

Hugh H. Cuthrell, vice-president of the 
Brooklyn Union Gas Co., and president of Gas 
Exhibits, Inc., which is planning participation 
of the gas industry in the New York World’s 
Fair in 1939, reviewed the part gas will play 
in the exposition. Mr. Cuthrell reported 150 
gas appliances are in operation on the Fa'r 
grounds with an average monthly gas con- 
sumption of approximately five million cubic 
feet and that service extensions have been 
completed for gas for all purposes in 20 ex- 
hibitors’ buildings. 


> 


Ohio Cities Order More 
Trolley Coaches 


HE city of Columbus will have a total of 
78 trolley coaches providing transporta- 
tion in the modern manner when 40 new 
single-motor coaches of the 44-passenger type 
are put in operation. : 

Columbus and Southern Ohio Electric - 
Company introduced trolley coaches to its 
system in 1933. In December of that year 
twenty 30-passenger “trackless trolleys” made 
their first appearance in the city. Eighteen 
more trolley coaches of the 40-passenger type 
were purchased in May, 1935. 

Reported net earnings of the trolley coaches 
per vehicle mile are 434 cents, as compare 
with 1.6 cents for the old street cars they ~ 
rep‘aced. : 


Ten 39-passenger 


dual-motor trolley 
coaches are being added by the People’s Rail- 
way of Dayton, Ohio to enlarge its 
trackless trolleys to 18 vehicles. 

People’s Railway has been o; 
coaches on its system since 19 
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Picture of a 


MAN IN BED 


To test the operation of a bed 
cooler, Electrical Testing Labora- 
tories found it necessary to approxi- 
mate the effect of a man sleeping in 
bed. Hence this apparently compli- 
cated arrangement, (pictured above) 
was set up in a room of our air con- 
ditioning test house. By such means, 
E. T. L. is enabled to secure the 
Facts on new developments. 


For those concerned with taking 
the guess out of air conditioning, 
E, T. L. offers an interesting book- 
let, entitled, “Testing of Air Condi- 
tioners.” If you would like a copy, 
just write— 


ELECTRICAL 
TESTING 
LABORATORIES 


East End Avenue and 79th Street 
New York. N. Y. 


DAVEY LINE CLEARING SERVICE 


Why Davey Service? 
®@ Available Everywhere 
@ Skillful 


@ Economical 


© Preferred by Tree Owners 


Always use dependable Davey Service 


TRE DAVEY TREE EXPERT CO. KENT, OHI 


DAVEY TREE SERVICE 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





43 INDUSTRIAL PROGRESS (Continued) 


transit companies in Dayton also offer trolley- 
coach transportation, the first vehicles of this 
type having been installed in 1933. 

When the ten trolley coaches ordered by the 
People’s Railway Company are placed in serv- 
ice, there will be a total of 59 in operation in 
the city. 

The new coaches for both cities are being 
built by the J. G. Brill Company and are 
equipped with General Electric motors and 
controls. 


The New Haven’s Streamliners 


HE first of six new fully streamlined 

single-phase electric locomotives for ex- 
press passenger service of the New York, New 
Haven and Hartford Railroad was placed on 
display in the Grand Central Terminal, New 
York City, recently. In addition to being the 
first streamlined electric locomotives for the 
New Haven, these locomotives are also the 
most powerful of any passenger locomotievs so 
far obtained for this service. They will operate 
between New Haven, Conn., and either the 
Grand Central or Pennsylvania station in New 
York City. 

The new locomotives were made by the 
General Electric Company, at Erie, Pa. One 
of them will handle fifteen 80-ton Pullman 
cars, with provision for air conditioning and 
lighting equipment, making the scheduled run 
with three intermediate stops between New 
York and New Haven. The design permits 
operation in normal service at 80 mph, and a 
permissible maximum speed of 90 mph. 


Unit Plan Bookkeeping Desks 


EMINGTON Rand places very significant em- 
phasis upon the value of public utility ac- 
counting records in its announcement of a new 
series of Unit Plan Bookkeeping Desks. Five 
models of these desks, each designed for a spe- 
cific phase of unit plan bookkeeping, have been 
standardized. All housing units of the new 
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equipment are fully insulated against heat and 
provide either one or two hours of protection 
during exposure to intense temperatures. 

But Unit Plan Bookkeeping Desks are as 
efficient working tools as they are safeguards 
against fire loss. They permit centralization of 
the posting of service orders to meter books 
and posting of all cash payments, adjustments 
and transfers to accounts. The same clerk can 
balance all unpaid accounts and check delin- 
quencies against the ledger. This clerk can 
also furnish information on high bill complaints 
and duplicate bill requests, and can handle all 
final bill accounting. 


Automatic Time Recorder 


Pgs automatic electric time recorder op- 
erated by the insertion of the time card 
is announced by International Business Ma- 
chines Corporation. A self-contained program 
device which is adjustable to the minute not 
only automatically shifts the registration from 
day to day and between a.M. and P.M. and “in” 
and “out” for each shift of employees, but can 
also be set to ring warning bells in advance 
as often as necessary. It is equipped with an 
automatic blue and red auditing device. 

Audible signals tend to codrdinate activities 
in connection with time much more closely 
than any other device, preventing clock-watch- 
ing and loitering. The two-color auditing de- 
vice has been found in actual practice to be 
effective in entirely stopping early departures, 
and in practically stopping late arrivals, 

To prevent either accidental or malicious 
damage and tampering, the entire mechanism 
is floated by suitable mountings to the heavy 
steel back plate. The drawn steel housing has 
no protruding levers, bars or other parts ex- 
cept the narrow plastic card throat, and is 
secured by a pin tumbler paracentric lock. The 
clock face is protected by an unbreakable 
crystal and its hands are geared to the record- 
ing mechanism so that synchronization is posi- 
tively preserved. 


One of Remington 
Rand’s new series 
of Unit Plan Book- 
keeping Desks. 
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TRANSFORMERS 


re Pennsylvania Distribution 


Transformers when determining your 
coming year’s requirements. Those 
interested in engineering, operating 
or maintenance will readily appreciate 


their outstanding advantages. 


Write for Bulletin 350 just off the 
press, detailing and illustrating 
basic improvements. 


TRANSFORMER CO. 


170le=ISGAND AVENUE, 


PITTSBURGH © PENNA 
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Relay for Bus Protection 


NEW harmonic restraint current relay 
(Type HDC) for use in bus differential 
protection has been announced by the Gen- 
eral Electric Company. The new relay em- 
ploys a principle of harmonic restraint to pre- 
vent it from operating because of current- 
transformer transient unbalances. 

An operating element and a restraining ele- 
ment give the Type HDC relay an identical 
construction to that of the fault detector of 
carrier-current protective apparatus. The op- 
erating circuit is tuned to pass fundamental 
line frequency, and the restraining circuit is 
tuned to block fundamental frequency. As a 
result, the restraining current is composed of 
any harmonic currents present and the d-c com- 
ponent, if any. 


Glass Coffee-Vacs 


ATIONAL Stamping and Electric Works, 
Chicago, Ill., has issued an illustrated 
bulletin describing the company’s line of com- 


Three-Burner Gas Model 


mercial and domestic coffee-vacs and water 
heaters. 

One of the latest developments in the gas 
commercial models, such as the three burner 
unit illustrated, is the duplex high-low pilot 
lighted burners to permit brewing or serving 
on any one burner or all, according to require- 
ments. 

All burners on commercial electric models 
have speedy high-low White-Cross elements 
maximum heat per watt consumption with ac- 
cessible and visible switch control. 

Domestic plain and deluxe models are 
equipped with guaranteed heat-proof glass 
unit, chrome finished special tray—and high- 
low heat stove with cord set complete. Glass 
— can also be used on gas range or any heat 

ame. 


G.E. Duo-Motion Air Switch 


A NEW outdoor high-voltage group-oper- 
ated air switch, embodying a design which 
permits contact release before the blade is 
lifted, is announced by the General Electric 
Company. The new switch has been termed 
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the type RD “duo-motion” switch because of 
its method of operation in which the blade 
tongue is withdrawn by a horizontal movement, 
thereby releasing the pressure contacts, after 
which the blade is lifted vertically to the full 
open position. 

Production of the 19,000,000th watthour 
meter manufactured by the General Electric 
Co. was completed recently. 


Gas Range Program to Stress 
Certified Performance 


puss for the Certified Performance Gas 
Range Program to be launched on August 
lst were reviewed at a recent meeting of the 
Domestic Range Committee of the American 
Gas Association. 

At the meeting it was disclosed that twelve 
leading manufacturers had signified their in- 
tentions to produce these Certified Per- 
formance Gas Ranges. These appliances will 
be designed around twenty-two specifications 
which will make for improved convenience, 
perfect performance, and maximum efficiency. 

In order to insure complete coverage, the 
entire United States was divided into sixteen 
regions with a “regional manager” in charge 
of each. These regional heads held a meet- 
ing recently in Chicago. Assisted by state 
and district managers they will conduct a ser es 
of demonstrations and lectures on the Certified 
Performance Gas Range Program for utility 
representatives and retail dealer outlets. Dur- 
ing these demonstrations colorful charts will 
be used to describe the features of the new 
range. Promotional plans for the product will 
also be discussed. 

The progress made so far in preparing for 
the opening of the nation-wide drive was ap- 
proved by the joint committee of manufac- 
turer members of the Association of Gas Ap- 
pliance and Equipment Manufacturers and gas 
company executives representing the Ameri- 
can Gas Association. F, M. Houston, of the 
Rochester Gas & Electric Corporation, of 
Rochester, N. Y., chairman of the commit- 
tee, presided. 

Members of the committee who attended the 
New York meeting were: C Young, Gas 
Service Co., Kansas City, Mo.; George E. 
Frazer, Chicago, counsel; W. E. Derwent, 
George D. Roper Corp., Rockford, Ill.; J. W. 
West, Jr.. New York, secretary, Commercial 
Section of the A.G.A.; F. Houston, 
Rochester Gas & Electric Corp., Rochester, 
. ¥.; R. A. Malony, Bridgeport Gas Light 
Co., Bridgeport, Conn.; C. W. Berghorn 
New York, managing director of the A. G. 
A. E. M.; Allan Tappan, Tappan Stove Co., 
Mansfield, Ohio, vice-chairman of the com- 
mittee; A. F. Rice, Southern California Gas 
Co., Los Angeles,. Cal.; J. R. Bootli, Roberts 
& Mander Stove Co., Philadelphia, Pa. ; Lloyd 
C. Ginn, American Stove Co., Cleveland; E. R. 
Guyer, Cribben & Sexton Co., Chicago; R. S. 
Agee, sales promotion manager, A. G. A. BE. 
M., for the Certified Performance Gas Range © 
Program, and B. T. Franck, Grand Rapids 
Light Co., Grand Rapids, Mich. 
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UTILITY eptaaiesis 


ae eee, — 
| 
Toledo, Ohio 
ison Co. ih 
eae shag El. Co. rere ee or 
Consumers Power Co. 


k, N. J. 
Public Service El. & —— a . 
Fak Commonwealth Edison Co. er ia 
acne | Ohio Public Service Co. 
2 


. nt, W. Va. 
ivesvill MonongshelaW.Penn.P.S.Co- oer § Pa. 
conalele | West Penn Power "7 Bridgeport, Conn. 
prin , inating \°- 
Steel Point aon Mlumin: 
| 





Ohio 
Columbus & So. Ohio Elec. Co. a a 
d Ciacianall Gas & Electric Co. a - ok 
bay eo St. ag Electric Co. 





extraction of steam 
for the 

turbine arranged 

tg serve a coneteelY ge quantities to low pressure headers. 








The combined capacity of all such Babcock & Wilcox units is nearly 
8% million pounds of steam per hour. Two of the boilers in the 
above partial list are oil fired; two are arranged for pulverized 


coal or oil; the balance are direct fired with pulverized coal. 
THE BABCOCK & WILCOX COMPANY - 85 LIBERTY STREET, NEW YORK, N. Y. 


BABCOCK & WILCOX 


4 
A’ 
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EXTRA 


STRENGTH AND EXTRA LONG LIFE ARE! 
TWO FACTORS IN MAKING 


ROT-PROOFED WATER-PROOFED 
AMCO “All-Weather” Manila Rope 


an ideal rope for all public utility work 





MANUFACTUE 


AIKA ER ‘ 

BY’ \ 
es 
¥ mt | 1 3 


-t 


7 Sts 
Noble ® west 














PORCELAIN PRODUCTS, INC. 
PARKERSBURG, W. VA., U. S. Ay 


HI-VOLTAGE INSULATORS —SINCE 1894 
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onverts any typewriter into a 


practical BILLING MACHINE 








.. without change in 
pewriter construction 
r operation or interfer- 
g with its use for cor- 
espondence. 


he Modern Way to Speed-Type all Forms 


In writing multiple copy forms, sharp savings in time, labor 

and money are effected by the use of the Egry Speed-Feed. All 

the time of the operator is productive; output is increased 50% 

or mere; costly one-time (pre-inserted) carbons, loose forms 

and carbons and other outdated methods are eliminated. Uses 

EMONSTRAT | 0 aS Egry continuous forms, with all copies held in perfect align- 
appar eS ee ment. Up to 300 (and more) sets of forms can be written with 
menstrated in your own. office, a single set of carbons. No other device remotely approaches 
thout cost or obligation. Consult the Speed-Feed in ease of operation, in speed, in efficiency, in 
, danlled telephone directory for economy, and all this at a cost of less than 2¢ per day. In- 
me Of local Sary Sas San. vestigate the advantages the Egry Speed-Feed brings to your 


write to Dayton for literature ‘ 
dinformation. Address Dept. F-69. business. 


The EGRY REGISTER Company 
Dayton, Ohio 
SALES AGENCIES IN ALL PRINCIPAL CITIES 
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RDSTRO 


Lubricated Plug 
VALVES 


MERCO NORDSTROM VALVE: CO. A Subsidiary of PITTSBURGH EQUITABLE M am 


Main Offices: Pittsburgh, Pa. Branch Offices: New York City, Buffalo, Philadelphia, Columbia, 
Chicago, Kansas City, Des Moines, Tulsa, Houston, Los Angeles, Oakland. Canadian Representatives and ‘s 
Peacock Brothers, Ltd., University Tower Building, Montreal, Quebec. ee 
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a WER PIPING jobs of J & L Seamless give yc 
v nger service ... are safer... 


pre dependable . . . because 
& L Seamless can take it 


é 





re’s extra strength in every 
h of J & L Seamless Pipe 
rength that assures safety, 
life and greater operating 
jency. 
& L Seamless Pipe has no 
k spots where ruptures can 
. It is pieced from a solid 
t,then expanded and rolled 
inal dimensions. There are 
elds... therefore no chance 
failure occurring at or near 
eld. 
& L Seamless Pipe offers 


kimum resistance to corro- 






1... heat and high pressure. 


ause of the special selected yr ./ g. L 








l used in its manufacture, cis 





\ PIPE } 


i, oa a 






L Seamless Pipe is easy to 
bd and coil. When faced with 
mplicated upsetting and ma- 
ning jobs, pressure joint manufacturers like the excellent working qualities 
J] & L Seamless for they get better joints that assure trouble-free installation 
i that give long years of service and complete customer satisfaction. 
ustallations in power and processing plants throughout the country are proving 
safety, economy and efficiency of J & L Seamless Pipe. 

Make your maintenance dollars go farther. Specify 
J & L Seamless Power Piping for both new installations 


and replacement work. 


JONES & LAUGHLIN STEEL CORPORATION 


AMCaican tnom ano Stat, Woans 
PITTSBURGH PENNSYLVANIA 


Write for this J & L Tubular 


MAKERS OF HIGH QUALITY IRON AND STEEL PRODUCTS SINCE 1880 Ne. rm 
letterhead. ie cnstellen soho 


J & L—ALWAYS MAKING FINER os 
CARBON STEEL PRODUCTS FOR NEW AND BETTER USES chart, that till help you. 


Public Utilities Fortnightly 








GRINNELL 
INTERPRETS 
PLANS INTO 


Each specification of this 18” Header 
has been carried to exacting accuracy 
—the result of the interpretative engi- 
neering that is an important feature 
of Prefabrication by Grinnell, The out- 
lets extruded by hydraulic machines 
permit each weld to be a _ plain 
circumferential butt weld. 

The ability to interpret into piping 
the ideas and plans of engineers is 
one of the Grinnell “extras” by which 
your power and processing installa- 
tions achieve strength and endurance. 
Thorough pretesting, delivery on 
schedule, ready qualification for in- 
surance, plus many other require- 
ments, are answered automatically 
when engineers say, “Give the plans 
to Grinnell.” Send for interesting 
picture-story of Grinnell Prefabrica- 
tion. Grinnell Company, Inc., Execu 
tive Offices, Providence, R. I., Branch 


offices in principal cities of 
the U. S. and Canada. 


) 
PREFABRICATION BY SRINNELL Oe 


WHENEVER PIPING 18 INVOLVED 
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he PITTCO STORE FRONT CARAVAN 
Rk efuzns / 


ll 


nother chance to tie up with this 


potent builder of new lighting cus- 
tomers! Another opportunity to 
sell more current by showing the 
merchants and property-owners in 
your territory the advantages of 
modern, business-building store 
front lighting and design. 


The Pittco Store Front Caravan, 
with twelve scale models of modern, 
properly illuminated store fronts, is 
going to cover the entire country 
again. If it visited your territory on 
its first trip, you'll know how help- 
ful it was to you in educating your 
prospects to a better appreciation 
of adequate store front illumination. 


This time, the Caravan will cover 
your territory more broadly than 
before. Having presented its store 
front exhibit in all the metropoli- 
tan areas on its previous tour, it 
will this time present showings of 
its scale models in the more 
important smaller communities 
throughout your territory .. . giv- 
ing every merchant and every 
property owner a chance to see it. 


Watch for the return of the Pittco 
Caravan . . . and tie up with it in 
your sales efforts. Your nearest 
Pittsburgh Plate Glass Co. branch 
can give you specific information 
as to when it will revisit you. 


PITTSBURGH, 
PLATE GLASS COMPANY 
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If it’s gas regulation apparatus 
Connelly has it 


DISTRICT 
Type LC Regulator 


Positive functioning and 
minimum servicing. Wide 
range settings by adjust- 
able linkages, connecting 
diaphragm and valve stem. 
Unusual flexibility. 


CONNELL 


CHICAGO, ILL. 


SERVICE 


Style GV Regulator 
Simple, rugged design with only two 
moving parts. Economical to maintain 
and efficient in service. Single unit 
double guided valve insures positive 
seating. Weight and _= spring-loaded 
types. 

Write for Bulletins 





APPLIANCE 


Type DCS Regulator 


Spring-loaded type as il- 
lustrated. Also made in 
weight loaded type. Com- 
pact, simple and rug; 
with easily accessible 

rts. Accurate control, 

ade in all standard 
sizes. 


IRON SPONGE AND 
GOVERNOR COMPANY 


New Englond Representative: T. H. Piser, Wellesley Hills, Mass. 


ELIZABETH, N. J. 











PORTABLE ELECTRI¢ 


igen S2e8, | MARY AWN 
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OSSES caused by current diversion, in- 
creasing at an alarming rate in recent 


years, can be completely eliminated by the fe 
Scores of thousands of CB-14 Aluminum > 


installation of CB Service Entrance equip- Meter Enclosures are in use today. They are 
ment, primarily designed to provide unfail- a a 


ing protection against tampering and theft. 


But more than preventing current diver- 
sion, the use of CB New Sequence Meter 
Enclosures brings additional important 
economies and advantages by modernizing 
every meter installation; reducing installa- 
tion costs, and giving extra years of unin- 
terrupted, trouble-free service. 


Four illustrated bulletins and complete 
specifications of CB New Sequence Service 
Entrance equipment are yours for the ask- 
ing. Send for copies at once. 


Electrical Dejartment 


CORCORAN-BROWN LAMP DIVISION 


THE ELECTRIC AUTO-LITE COMPANY 


4900 Spring Grove Avenue Cincinnati, Ohio 








ye. f 7 AR, See Oe « 
iho , Ke Pn: (pe ‘ ¥ rath ze Pease 
AS ee CP) ENS fies i\ ee v3 

Food ERE 4 Lae OE 4 


HOOSIER ENGINEERIN 


CHICAGO 46 SO. 5TH ST., COLUMBUS, OHIO NEW YORK 
Canadian Hoosier Eogimneding Company, Ltd. 


ERECTORS OF TRANSMISSION LINES 
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To Economize, Modernize -« - »- Use é ; 


S CHEVROLET TRUCKS 


for higher efficiency and lower costs 





You gain a two-way economy 


hen you modernize your hauling with Chevrolet trucks 


1. You save through low first cost and low operating and upkeep cost. 


2. You save through more efficient hauling— more trips or miles each 
day, more material each trip. 


There is a Chevrolet truck model exactly right for more than 
9 out of 10 hauling jobs. Five chassis models—all powered 
with Chevrolet’s Valve-in-Head Engine, all equipped with 
Chevrolet’s Perfected Hydraulic Brakes. 


HEVROLET MOTOR DIVISION, General Motors Sales Corporation, DETROIT, MICHIGAN 


“THE THRIFT-CARRIERS J cHeveo.er| FOR THE NATION” 
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All-Stee 
| 


INDUSTRY'S ANDARD 


THE GREATEST FORWARD STEP IN DOOR DESIGN 
IN RECENT YEARS! With sections of heavy, gal- 
vanized steel, the All-Steel RoL-TOP is remarkably 
durable. By opening upward it saves valuable floor 
and wall space. Perfectly counterbalanced by tor- 
sion springs, it works easily and conveniently. It 
can't sag, warp, split or pull apart. It’s burglar 
proof, vermin proof, weather proof and fire repellent. 
It harmonizes with modern architecture. The All- 
Steel RoL-TOP Door is engineered by door special- 
ists for reliable operation in all kinds of weather — 
and to give longer service at a minimum upkeep 
cost. An efficient and practical door for any build- 
ing old or new! Ask for complete details. 
Offices and Agents in All Principal Cities 


to KINNEAR mp, 


2360-80 Fields Ave., Columbus, Ohio 


K 
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L 
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@ You want lower typing costs—and bet- 
ter looking letters! You want a typewriter 
that is faster, easier to use—and more dur- 
able! Let the DESK TEST show you why the 
Easy-Writing Royal is the typewriter for your 
*THE DESK TEST is a fact-finding trial. 
It costs nothing, proves everything. Phone 


your Royal representative, or use the 
coupon below. 


WORLD’S NUMBER 1 
TYPEWRITER 


World’s largest devoted 1 
manufacture of typewriters. 





office! Today, thousands—everywhere—are 
changing to Royal. THE DESK TEST has 
proved its superiority . . . proved the worth 
of each and every Royal improvement! Why 
not investigate? There is no obligation! 





Royal Typewriter Company, Inc. 
Department WPU-6938 
2 Park Avenue, New York City. 

Please deliver an Easy-Writing Royal 
to office for a 10-day FREE DESK 


m 
TEST. ! understand that this will be 
done without obligation to me. City 





GET A 10-DAY DESK TEST FREE! 





Firm Name 


Street 
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Whether You Buy A Tankful Of Gasolene Or 
A Carload Of Oil—You Can Be Sure That 
CITIES SERVICE PRODUCTS Are Unsurpassed! 


THE QUALITY of Cities Service gasolenes, oils and greases is guarded 
every step of the way from the oil well to you. For Cities Service is a 
completely integrated unit in the oil industry, engaged in all phases 
of petroleum operation .. . production, transportation and refining. The 
finished products, backed by 74 years of refining experience, reach 
you through 15,000 reliable outlets. The Cities Service emblem is 
your guarantee of dependable products and efficient, courteous service. 


CITIES SERVICE [EE Serves A Nation! 
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CRESCENT 

makes wire and 

cable alone — not a 

widely diversified line of 

kindred products. CRESCENT 

offers you the facilities of one self- 
contained unit, housing every department 
from executive offices to shipping room; 
performing every manufacturing operation 
in one plant. 


At CRESCENT your orders stay on the 
main line of production—not side-tracked 
from one plant to another. Your orders 
are under the watchful eyes of men who 
are vitally interested in seeing that your 
specifications are faithfully carried out and 
the orders delivered as you want them. 


The result — SUPERIOR CRESCENT 
SERVICE! 








CONTROL CABLE 
DROP CABLE 
LEAD COVERED CABLE 
MAGNET WIRE 
PARKWAY CABLE 
RUBBER POWER CABLE 


SERVICE ENTRANCE 
CABLE 


SIGNAL CABLE 
VARNISHED CAMBRIC 
CABLE 


WEATHERPROOF WIRE 





All types of Building Wire and all 
kinds of Special Cables to meet 
A.S.T.M., A.R.A., |.P.C.E.A., N.E.M.A., 
and all Railroad, Government and 
Utility Companies’ Specifications. 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 








Public Utilities Fortnightly 





. | E GUIDED 


f — 


eres 
tages 





KERITE . 2 
CABLES ? 
~ 


WGS.A9IOLI9II 
x 











This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





Public Utilities Fortnightly 


Rigid quality stand- 
ards and over 60 
years of experience 
combine to make 
American-Marsh 
Pumps a long-time, 
profitable invest- 


ment. 


No matter what your pumping 
problem, American-Marsh Engi- 
feers can help you gef results 
with utmost economy. Write us 
for Bulletins. 


AMERICAN-MARSH PUMPS, INC. 











Centrifugal, Turbine, Steam, and Power Pumps 


BATTLE CREEK ... . MICHIGAN 
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“What Kinds of Plants Use’ 
TODAY’S TAYLOR STOKER?” 


Auto Accessori . 





‘T'ayLor STOKERS are responsible for low 
cost steam generation in plants representative of 
a wide cross section of industries, institutions, and 
municipalities! e There is one reason for this. 
Operators can DEPEND on Taylor Stokers! e 
Through constant research and constant develop- 
ment, A-E-CO engineers are continually anticipat- 
ing industry’s needs for economy and dependa- 
bility. e Today’s Taylor Stoker deserves careful 
investigation! Call in one of A-E-CO’s repre- 
sentatives. Get the FACTS! 





A-E-CO PRODUCTS: Taylor Stokers, 
The RECO | fii iiss, limber hdlfets 


Taylor Stoker| 28 train" 


and Transmissi 
UNIT 


Automotive 


Breweries 


Central Stations _ 


Chemicals 
Drugs 

Glass 
Government 
Institutions 
Leather 
Linoleum 
Metal Working 
Milk Products 
Mining 
Municipalities 
Paper 
Railroads 
Schools-Colleges 
Textile 
Tobacco 


~~ 


asrme@M tere cf ae 


AMERICAN ENGINEERING COMPANY © ~~ 


PHILADELPHIA, PA. @ IN CANADA: AFFILIATED ENGINEERING CORPORATIONS, LTD., MONTREAL, | 
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Above. Three Wagner type HE, 400 
kva, 22,000 to 600 volt, single-phase 
distribution transformers installed in 
a substation near a Massachusetts 
steel company. 






O°) AERC ROERERRNENRS Tm 27 


Left. View of three of seven Wagner 
10,000 kva, 69,000 to 6,900 volt, 
single-phase power tr. in- 
stalled in a substation in California. 


Wagner Transformers fhe at 
The Key Points of Power Distribution 


@ Substations are key points in the distribution of power of any elec- 
tric light and power system ... They're the spots that are vital to an 
operating company, fora breakdown at one of these places means a 
failure of electric service to an industrial plant or to a large portion of 
the distribution system. 
Substations are sites where dependable transformers must be located... 
transformers such as Wagner's, that are able to give continuous, 

, economical performance at all times and in all types of weather. The 
above illustrations show two Wagner transformer substation installations. 
Wagner transformers for substations are available in any size, type or rating. 


Valuable Catalogs on Wagner Transformers are Free Upon Request. State ——> 
#1438-1BA Whether You Want Our Catalog on Distribution or Power Transformers. 


AAT tiod OB lserulel @eruileiectiteyn 


6400 Plymouth Avenue, Saint Louis,US.A 


qn 


+ 
£. 





MOTOR TRANSFORMER FANS 





= 
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H YDRAULIC TURBINES 
FRANCIS AND HIGH SPEED RUNNERS 
* Penstocks 
* Butterfly Valves 
* Power Operated Rack Rakes 
* Gates and Gate Hoists 
* Electrically Welded Racks 


NEWPORT NEWS SHIPBUILDING AND DRY DOCK COMPANY 
Hydraulic Turbine Division 
NEWPORT NEWS, VA. 

















COMBINED METERS SANGAMO TYPE HV METERS 


AND TIME-SWITCHES 
The Type HV instruments combine a 


standard singlephase HF watthour 
meter with a synchronous motor time- 
switch—in various switching arrange- 
ments—supplied with or without two- 
rate register. Low cost installation and 
ie 1y.19-5-2 minimum space requirements make 


them desirable for metering and con- 
TYPE HV-11-A 


trolling off-peak loads. 


Modern Meters for Modern Loads 


SANGAMO ELECTRIC COMPANY 
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BETTER TRUCK 


NO WONDER \W NATION-WIDE POLL 
OWNERS OF LOW PRICE TRUCKS GUESS 
A DODGE PRICE UP T0135 MORE ...YET 


Exhaust Valve Seat Inserts —Check 
burning and pitting, save gas 
and valve grinding. (Workman is THE LOWEST 


installing valve seat inserts.) 


Public Utilities Fortnightly 


New % or 1-Ton Panel —6-cyl.— 136” W. B. 
For bulky loads; for public utilities, etc. 


4 Piston Rings— 


ODGE trucks have long been famous for their 
engines. Undoubtedly that is one of the 
reasons why so many truck buyers in a recent 
national poll over-estimated Dodge truck prices 
as much as $135.00. Yet Dodge trucks are now 
priced with the lowest! 

We feel there is only one reason why these 
buyers so often greatly over-estimated Dodge 
prices. That is because they believed Dodge 
trucks have greater value! Perhaps you, 
too, have thought of Dodge trucks as being 
“worth more” or “higher priced.” Then you, 
too, will welcome the news that 
today there is only a comparatively 
few dollars difference in prices of 
the low-priced trucks. 

Try a Dodge before you buy any 
truck. Many Dodge truck owners 
report “saving $95 a year on gas 
alone.” See your Dodge dealer. 
Tune in on the Major Bowes Original Ama- 


teur Hour, Columbia Network, Every Thurs- 
day, Sto 10 P. M., E. BD. S. T. 


Sone DEPENDABLE 


Many are now © 
down payment @ 


1S 
DODGE, Pacers! Taxes. 


Dodge trucks 
alone in the low- 
priced field, give 
you4 piston rings. 
The others have 
only 3. Saves gas 
and oil. (Work- 
man is inserting 
pistons.) 
eee 

This advertisement 
endorsed by the En- 
gineering Depart- 
ment, DODGE Divi- 
sion of Chrysler Cor- 
poration. 


LIBERAL BUDG 
perating Dodge truc 
nd liberal terms ma 
PRICES DELIVERED, 





ET TERMS 


ks because of the low 
de available to them. 
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PROFESSIONAL DIRECTORY 


® This page is reserved for engineers and engineering concerns especially equipped by 
experience and trained personnel to serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, design and construction. « « 














DESIGN 
CONSTRUCTION 
OPERATING COSTS 


CHICAGO PHILADELPHIA 


Ford, Bacon « Davis, anc. =r case 


Engineers 
VALUATIONS AND REPORTS 
NEW YORK 


APPRAISALS 
INTANGIBLES 


DALLAS WASHINGTON 








CHICAGO 


SANDERSON & PORTER 


ENGINEERS 
VALUATION DEPARTMENT 
APPRAISALS AND RATE QUESTIONS 


NEW YORK 


SAN FRANCISCO 








BLACK & VEATCH 


CONSULTING ENGINEERS 


Appraisals, investigations and re 
ports, design and supervision of con- 
struction of Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. 


JACKSON & MORELAND 
ENGINEERS 


PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 
DESIGN AND SUPERVISION—VALUATIONS 
ECONOMIC AND OPERATING REPORTS 


BOSTON NEW YORK 











EARL L. CARTER 
Consulting Engineer 
REGISTERED IN INDIANA AND NEW YORK 
PUBLIC UTILITY 
VALUATIONS AND REPORTS 
814 Electric Building Indianapolis, Ind. 


JENSEN, BOWEN & FARRELL 
Engineers 


inquiries, depreciation, fixed capital 
cesteneiieatien, Gudindh aeth, ubeaing tele 








EDWARD J. CHENEY 


ENGINEER 
Public Utility Problems 


61 BROADWAY NEW YORK 


ROBERT S. RAINS 
Special Consultant 
Accounting—Taxes 
om Be | ating, D. Cc. 
ROBERT 8S. RAINS 


Former Special Consultant 
Federal Communications Commission 








Representation in this Professional Directory 
may be obtained at very reasonable rates. 
Kindly address inquiries to: 
ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
1038 Munsey Building 
Washington, D. C. 











SPOONER & MERRILL, INC. 
Consulting Engineers 
Design—Supervision of Construction 
—Reports—Examinations—Valuations 
20 North Wacker Drive Chicago, Til. 











Public Utilities Fortnightly 





“I know water meters inside out .. . 
I’ve used thousands of Tridents and 
Lamberts . . . and I didn’t see how 
Neptune could possibly better them— 
until I actually went through the shops 
and saw their modern machine tools, 
their vastly improved gauges, the 
closer accuracy and finer finish ob- 
tained by today’s precision manufac- 
turing methods ... it was a revelation 


NEPTUNE METER COMPANY 
(THOMSON METER CORP.) 
50 West 50th Street (Rockefeller Center), 
New York City 
NEPTUNE Meters, LTp., 
345 Sorauren Avenue, Toronto, Canada 


TRIDENT 


eee AND LAMBERT WATER METERS 


For Frost-tee instaltations PIONEERS IN METER PROGRESS 


PROTECTUS 
For Fire Service 


COMPOUND ee j Nady 8 
or both Jerse, and small flows " 
Sites” hn” 2” Serew End ous" size Ve ane 4 we 
¥" to rig Flange End 10” 1%” to 6”. E 
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Buicker Cleaner 


ower Cost Pipe Cutting with this 
arkable FRICZQ0Ib Wheel-Blade Cutter— 


Because every RIGID tool is designed to save you 
bother and expense old-fashioned tools cause you, 
he millions of them now in use have saved billions 
pf hours that used to be wasted. 
That's true of this cutter. The thin bladed wheel— 
coined out of tool steel, hammered, heat-treated and 
assembled in a solid hub—has the extra stamina to keep on roll- 
ng readily cleanly through all kinds of pipe long after ordinary 
tter wheels need replacing. And the housing is guaranteed 
warp-prooi—always cuts true, twirls easily to your pipe size. 
Try this tool of the smart buyer and the expert user. Save your 
employees time and your Company expense with the RIFAID 
utter that gives you far more cuts per wheel-blade. Buy from 
your Jobber—now. 


THE RIDGE TOOL CO., ELYRIA, OHIO 


If this Housing ever © . 
matserdoocee > WO More Wrench Housing Repairs 


TOPE Tes 
THE RIDGE TOOL CO, 
ELYRIA, O. 


‘ 








That guarantee saves you fully 75% 
of = pipe wrench repairs. Buy the 


SESS PIPE TOOLS 


his page is reserved under the MSA PLAN (Manufacturers Service Agreement) 








A PURCHASING AGENT 
“SAVES’’ 650 DOLLARS 


and learns an important lesson about specifications 







AVE SMITH was making his first “‘professional”’ buy, Mr. Prentiss, under wh 
Dave was training for his job as purchasing agent, had allowed Dave to se 
the half-ton truck which the maintenance department’ had requested. 





Dave studied the “‘specs’’ carefully. Truck must be capable of hauling half-ton, etc. 
etc. . ... All very general stuff,-he thought. 


Three hours later, he burst into Mr. Prentiss’ office. ‘‘I’ve just saved the company 
hundred and fifty dollars !”’ 


“Six hundred and fifty ? Wonderful, Dave. How did you do it?”’ 





“TI bought a 1913 Maxwell.” 
Mr. Prentiss stared. He repeated incredulously, “‘A 1913 Maxwell? Are you serious 
‘‘But it met the specs. Isn’t that what you go by ?”’ 


‘“‘Dave,’”’ answered the wise old-timer, ‘the speés simply list minimum requirement 
1913 Maxwell will meet the specs. But, even at'a much higher price, a ’38 truck 
give you a lot more value. 





‘‘Now remember this, Dave. The specs will show you only what noi to buy. From the 





it’s up to you to find the best value.” . : 


GENERAL@ELECTRIC | 
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